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Texas, assuming continuing compliance by the City of San Antonio after the date of issuance of the Bonds (defined below) with certain
covenants in the ordinance described herein and subject to the matters discussed herein under “TAX MATTERS”, interest on the Bonds (i)
will be excludable from gross income for federal income tax purposes and (ii) will not be included in computing the alternative minimum
taxable income of the owners thereof who are individuals or, except as described herein under “TAX MATTERS”, corporations.

$24,845,000
CITY OF SAN ANTONIO, TEXAS ‘ Ab
PARKING SYSTEM REVENUE BONDS, vV v
SERIES 2000
Dated: May 1, 2000 Due: August 15, as shown herein

The Bonds are being issued by the City of San Antonio, Texas (the “City”) pursuant to the laws of the State of Texas, including Subchapter
D of Chapter 1506, Chapter 1201, and Chapter 1371, Texas Government Code, as amended, and an ordinance adopted by the City Council of the
City (the “Council”) to construct two new parking garages, renovate existing facilities, provide signage, and pay costs of issuance of the Bonds.
See “THE BONDS - Authority for Issuance of the Bonds™ herein.

Interest on the Bonds will accrue from the dated date as shown above and will be payable February 15 and August 15 of each year,
commencing August 15, 2000 and will be calculated on the basis of a 360-day year composed of twelve 30-day months. The Bonds will be
issued as fully registered obligations in book-entry-only form and when issued will be registered in the name of Cede & Co., as nominee of
The Depository Trust Company, New York, New York. DTC will act as securities depository (the “Securities Depository”). Book-entry
interests in the Bonds will be made available for purchase in the principal amount of $5,000 or any integral multiple thereof. Purchasers of
the Bonds (the “Beneficial Owners™) will not receive physical delivery of certificates representing their interest in the Bonds. So long as the
Securities Depository is the registered owner of the Bonds, the principal of and interest on the Bonds will be payable by Chase Bank of
Texas, N.A. as the initial Paying Agent/Registrar, to the Securities Depository, which will in turn remit such principal and interest to its
Participants, which will in turn remit such principal and interest to the Beneficial Owners. See “BOOK-ENTRY-ONLY SYSTEM” herein.

The Bonds are payable from and secured by a first lien on and a pledge of the gross revenues derived from the ownership and operation of
the City’s Parking System (the “Gross Revenues”) and certain funds created by the Bond Ordinance described herein (the “Pledged Funds”). See
“SECURITY FOR THE BONDS” herein.

Payment of the principal of and interest on the Bonds when due will be insured by a municipal bond insurance policy to be issued by Ambac
Assurance Corporation simultaneously with the delivery of the Bonds.

Ambac

The City is obligated to pay the Bonds and the interest thereon solely from the Gross Revenues and the Pledged Funds and neither the faith
and credit nor any physical properties of the City, including the Parking System, are pledged to the payment of the principal of or interest on the
Bonds. The issuance of the Bonds does not directly or indirectly or contingently obligate the City to levy any form of taxation whatever
therefor or to make any appropriation for their payment except from the Gross Revenues and the Pledged Funds. Neither the full faith
and credit nor the taxing power of the City nor the State of Texas or any political subdivision thereof is pledged to payment of the
Bonds.

SEE INSIDE COVER PAGE FOR STATED MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES,
YIELDS, AND REDEMPTION PROVISIONS FOR THE BONDS.

The Bonds are offered for delivery, when, as and if issued and received by the Underwriters and subject to the approving opinion of the
Attorney General of the State of Texas and the legal opinion of McCall, Parkhurst & Horton L.L.P., San Antonio, Texas, and Wickliff & Hall,
P.C., San Antonio, Texas, as Co-Bond Counsel. Certain legal matters will be passed upon for the Underwriters by their counsel, Akin,
Gump, Strauss, Hauer & Feld, L.L.P., San Antonio, Texas. See “LEGAL MATTERS” herein. It is expected that the Bonds will be available
for delivery through the services of DTC on or about May 9, 2000.
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MATURITY SCHEDULE, INTEREST RATES, AND YIELDS
(Due August 15)

$11,645,000 Serial Bonds

Stated Principal Rate Yield Stated Principal Rate Yield
Maturity Amount % % Maturity Amount % %
2004 $ 400,000 5.00% 4.85% 2011 $ 575,000 5.15% 5.20%
2005 450,000 5.00 4.90 2012 1,110,000 5.20 5.30
2006 600,000 5.00 4.95 2013 1,170,000 5.25 5.35
2007 620,000 5.00 5.00 *okk ok *Hk ok
2008 660,000 5.05 5.05 2018 1,535,000 5.60 5.65
2009 850,000 5.10 5.10 2019 1,625,000 5.65 5.70
2010 350,000 5.15 5.15 2020 1,700,000 5.70 5.73

$5,345,000 5.50% Term Bonds due August 15, 2017 @ 5.60%
$7,855,000 5.75% Term Bonds due August 15, 2024 @ 5.80%

(Accrued interest to be added.)

REDEMPTION OF THE BONDS: Optional. The Bonds having stated maturities on and after August 15, 2010
are subject to optional redemption in whole or in any part thereof, in the principal amounts of $5,000 or any integral
multiple thereof on February 15, 2010 or any date thereafter, at the par value thereof plus accrued interest to the date
fixed for redemption. (See “THE BONDS — Redemption Provisions” herein).

Mandatory. The Bonds maturing August 15, 2017 (the “2017 Term Bonds”) and the Bonds maturing
August 15, 2024 (the “2024 Term Bonds”) (collectively, the “Term Bonds”) are subject to mandatory redemption as
follows:

Term Bonds Maturing Term Bonds Maturing
August 15, 2017 August 15, 2024
Redemption Redemption Redemption Redemption
Date Amount Date Amount
August 15,2014 $1,230,000 August 15,2021 $1,800,000
August 15, 2015 $1,300,000 August 15, 2022 $1,900,000
August 15, 2016 $1,370,000 August 15,2023 $2,020,000
August 15, 2017 (Final Maturity) $1,445,000 August 15, 2024 (Final Maturity) $2,135,000

The principal amount of the Term Bonds required to be redeemed pursuant to the operation of such mandatory
redemption requirements may be reduced in integral multiples of $5,000, at the option of the City, by the principal
amount of any such Term Bonds which, prior to the date of the mailing of notice of such mandatory redemption, (i)
have been acquired by the City and delivered to the Paying Agent/Registrar for cancellation, (i) have been
purchased and canceled by the Paying Agent/Registrar at the request of the City, or (iii) have been redeemed
pursuant to the optional redemption provisions and not theretofore credited against a mandatory redemption
requirement.
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CITY COUNCIL:

Name

CITY OF SAN ANTONIO, TEXAS

CITY ADMINISTRATION

Approximate

Time on Council

Term Expires

Occupation

Howard W. Peak, Mayor 7 Years May, 2001 Instructor, Trinity University
Bobby Pérez, District 1 1 Year May, 2001 Attorney
Mario M. Salas, District 2 3 Years May, 2001 Educator
Debra Guerrero, District 3 3 Years May, 2001 Self-Employed Consultant
Raul Prado, District 4 3 Years May, 2001 Educator
David A. Garcia, District 5 Appointed March 23, 2000 May, 2001 Attorney
Enrique M. Barrera, District 6 Appointed January 13, 2000 May, 2001 Retired
Ed Garza, District 7 3 Years May, 2001 Land Development Planning & Finance
Bonnie Conner, District 8 1 Year May, 2001 Real Estate Management
Tim Bannwolf, District 9 3 Years May, 2001 Attorney
David Carpenter, District 10 1 Year May, 2001 Small Business Owner
CITY OFFICIALS:
Approximate Approximate
Tenure With Length of Time
Name Position City of San Antonio In Current Position
Alexander E. Brisefio City Manager 23 Years 10 Years
J. Rolando Bono Assistant City Manager 22 Years 19 Years
Melissa Byrne Vossmer Assistant City Manager 2 Years 2 Years
Travis M. Bishop Assistant City Manager 22 Years Effective February 1, 2000
Christopher J. Brady Assistant City Manager 4 Years Effective February 1, 2000
Roland A. Lozano Executive Director of Facilities and Visitor Services 20 Years 3 Years
Terry M. Brechtel Executive Director of Administrative and Financial Services 9 Years Effective February 1, 2000
Frank J. Garza City Attorney 4 Years 2 Years
Norma S. Rodriguez City Clerk 30 Years 20 Years
Octavio Pefia, CPA Director of Finance 11 Years 2 Years
Louis A. Lendman Acting Director of Budget and Performance Assessment 11 Years Effective February 1, 2000
John L. German Director of Public Works 7 Years 7 Years
Ben A. Gorzell, Jr., CPA Assistant Director of Finance 9 Years 1 Year
Milo D. Nitschke Assistant Director of Finance 5 Years 1 Year
Sandra Stinson Stout Assistant Director of Public Works 1 Year 1 Year

CONSULTANTS AND ADVISORS:

Co-Bond Counsel

Co-Certified Public Accountants

Financial Advisor

McCeall, Parkhurst & Horton L.L.P., San Antonio, Texas
Wickliff & Hall, P.C., San Antonio, Texas

KPMG Peat Marwick LLP; Garza/Gonzalez and Associates; Robert J. Williams, CPA
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USE OF INFORMATION IN THE OFFICIAL STATEMENT

This Official Statement and the information contained herein are subject to completion and amendment. Under no circumstances
will this Official Statement constitute an offer to sell or the solicitation of an offer to buy, nor will there be any sale of these securities
in any jurisdiction in which such offer, solicitation, or sale would be unlawful prior to registration or qualification under the securities
laws of such jurisdiction.

No dealer, broker, salesman, or other person has been authorized by the City to give any information or to make any representation
with respect to the Bonds, other than as contained in this Official Statement, and if given or made, such other information or
representations must not be relied upon as having been authorized by either of the foregoing. The information set forth herein has
been obtained from sources which are believed to be reliable but is not guaranteed as to accuracy or completeness and is not to be
construed as a representation by the Financial Advisor or the Underwriters. The information and expressions of opinion herein are
subject to change without notice, and neither the delivery of this Official Statement nor any sale made hereunder will under any
circumstances create any implication that there has been no change in the information or opinions set forth hereinafter the date of this
Official Statement.

THE BONDS ARE EXEMPT FROM REGISTRATION WITH THE SECURITIES AND EXCHANGE COMMISSION AND
CONSEQUENTLY HAVE NOT BEEN REGISTERED THEREWITH. THE REGISTRATION, QUALIFICATION, OR
EXEMPTION OF THE BONDS IN ACCORDANCE WITH APPLICABLE SECURITIES LAW PROVISIONS OF THE
JURISDICTIONS IN WHICH THESE SECURITIES HAVE BEEN REGISTERED, QUALIFIED, OR EXEMPTED SHOULD
NOT BE REGARDED AS A RECOMMENDATION THEREOF.

All information contained in this Official Statement is subject, in all respects, to the complete body of information contained in the
original sources thereof and no guaranty, warranty or other representation is made concerning the accuracy or completeness of the
information herein. In particular, no opinion or representation is rendered as to whether any projection will approximate actual results,
and all opinions, estimates and assumptions, whether or not expressly identified as such, should not be considered statements of fact.

Neither the City, the Financial Advisor, nor the Underwriters make any representation or warranty with respect to the information
contained in this Official Statement regarding The Depository Trust Company or its Book-Entry-Only System.

(The remainder of this page intentionally left blank.)
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PRELIMINARY OFFICIAL STATEMENT
Relating to the

$24,845,000
CITY OF SAN ANTONIO, TEXAS
PARKING SYSTEM REVENUE BONDS,
SERIES 2000

INTRODUCTION

This Official Statement of the City of San Antonio, Texas (the “City” or “Issuer”) is provided to furnish
information in connection with the sale of the City’s Parking System Revenue Bonds, Series 2000 (the “Bonds™), in
the aggregate principal amount of $24,845,000. This Official Statement describes the Bonds, the Bond Ordinance
(defined herein), and certain other information about the City and its Parking System (defined herein). All descriptions
of documents contained herein are only summaries and are qualified in their entirety by reference to each such
document. Copies of such documents may be obtained from the City at the Office of the Director of Finance, City Hall
Amnex, 506 Dolorosa, San Antonio, Texas 78204 and, during the offering period, from the City’s Financial Advisor,
Coastal Securities, 909 Northeast Loop 410, Suite 300, San Antonio, Texas, 78209, upon payment of reasonable
copying, mailing, and handling charges.

The City constructed its first, 465 space parking garage known as the Marina Garage in 1967 at cost of
$1,128,071. In January 1976, the City Council of the City (the “Council”) authorized the initial planning of a
parking structure to be operated as a municipal enterprise. The 1979-80 Budget created the “Parking Facilities
Fund” for the purpose of managing and operating the City’s parking facilities. In January 1981, the City completed
the River Bend Garage at a cost of approximately $6.4 million funded with the proceeds of “certificates of
obligation.” (Certificates of obligation are debt instruments under Texas law that permit combined ad valorem tax
and revenue pledge.) In December 1982, the City acquired land at a cost of $2,500,000 which was leased to a
private entity to construct and manage the Mid City Garage with approximately 910 parking spaces; in 1992, the
City acquired the garage and made some improvements for an approximate cost of $1,700,000. In January 1987, the
City added HemisFair Garage at a cost of approximately $7.1 million funded with certificates of obligation. The
Library Garage improvements were completed in May, 1995 at a cost of $1,600,000 funded with certificates of
obligation.

The first surface parking lot was put into service in 1965 with 173 spaces. In 1973, a 35 space parking lot
was put into service, and since then, the City has acquired various surface parking lots which currently numbers
1,257 parking spaces. Other parking facilities include 3,383 spaces leased from the State of Texas and the United
States Government and 1,902 city-owned and operated on-street parking meters.

The “Parking System” consists of the facilities described below:

Facilities Locations Spaces
Garages 5 3,347
Surface Lots:
Non-Metered 8 1,035
Metered 3 222
On-Street Meters N/A 1,902
Leased Lots _9 3.383
Total 25 9,889

All of the facilities of the Parking System were originally financed from cash on hand or certificates of
obligation. Certain of the certificates of obligation have been refunded by general obligation bonds payable solely from
ad valorem taxes. However, the City has used net parking fund revenues to pay debt service of existing debt issued to
provide parking facilities. As of September 30, 1999, there was $17,190,000 of such debt outstanding. See “DEBT
SERVICE SCHEDULE”.



The City will now create the Parking System as a separate enterprise fund and it is anticipated that future debt
for parking facilities will be payable solely from the revenues. The City has determined that increased parking demand
in the Central Business District calls for the construction of additional garage; there will be an increased ability to use
parking as an economic development mechanism; the Parking System can address growing parking needs within the
Central Business District; and the present parking revenues, combined with the addition of new spaces, will support
development of additional parking facilities in the Central Business District while minimizing the risk to the City. The
creation of the Parking System and use of revenue financing will decrease the City’s reliance on certificates of
obligation for such purposes thereby freeing up the ad valorem supported debt capacity for non-revenue producing
projects.

This Official Statement speaks only as to its date, and the information contained herein is subject to change.
Copies of the final Official Statement will be filed with the Municipal Securities Rulemaking Board 1640 King
Street, Suite 300, Alexandria, Virginia 22314.

PURPOSES AND PLAN OF FINANCING
Purposes of the Bonds
The Bonds are being issued to provide funds: (1) to finance the construction of all or a portion of two new
parking garages (a) a 707 space garage at the intersection of St. Mary’s and Travis Streets (the “St. Mary’s Street
Garage”) and (b) a 800 space garage at the intersection of Market and Bowie Streets (the “Convention Center

Garage”); (2) to finance the costs of renovation of certain existing facilities; (3) to provide signage; and (4) to pay
the costs of issuance of the Bonds.

(The remainder of this page intentionally left blank.)



Sources and Uses of Funds

The following is a summary of the application of the proceeds of the Bonds and the sources and uses of funds:

SOURCES OF FUNDS:
Bond Proceeds:
Par Amount
Accrued Interest
Net Original Issue Discount

Other Sources of Funds:
Contribution From the City
Parking System Contribution

TOTAL SOURCES OF FUNDS

USES OF FUNDS:

Project Fund Deposits:
Construction Funds
Relocation Expenses
Land
Environmental Costs
Facilities Renovation
Signage

Other Fund Deposits:
Capitalized Interest
Repair & Replacement Fund
Operations & Maintenance Fund
Other Parking Related Obligations
Facilities Fund
Accrued Interest

Costs of Issuance

TOTAL USES OF FUNDS:

General Description

THE BONDS

$24,845,000.00
30,383.83

- 153.360.55
$24.722.,023.28

$ 2,972,129.00
. 3.833.757.00
6.805.886.00

31,527.909.28

$15,741,884.00
3,114,000.00
2,800,000.00
1,060,000.00
810,000.00
1,190,000.00
$24,715.884.00

$ 1,200,000.00
1,500,000.00
1,660,105.00
1,112,839.00
644,545.00
3038383
$ 6.147.872.83

$ 664.152.45
31,527,909.28

Interest on the Bonds accrues from the dated date, May 1, 2000, and is payable semiannually on February 15
and August 15 of each year, commencing August 15, 2000. The principal of and interest on the Bonds are payable in
the manner described herein under “THE BONDS — Book-Entry-Only System”. In the event the Book-Entry-Only
System is discontinued, the interest on the Bonds will be payable to the registered owner as shown on the security
register maintained by Chase Bank of Texas, N.A. as the initial Paying Agent/Registrar, as of the last day of the month
next preceding such interest payment date, by check, mailed first-class postage prepaid, to the address of such person
on the security register or by such other method acceptable to the Paying Agent/Registrar requested by and at the risk
and expense of the registered owner. In the event the Book-Entry-Only System is discontinued, the principal of the
Bonds will be payable at stated maturity or prior redemption upon presentation and surrender thereof at the designated
payment office of the Paying Agent/Registrar.



If the date for the payment of the principal of or interest on the Bonds is a Saturday, a Sunday, a legal holiday,
or a day when banking institutions in the city where the Paying Agent/Registrar is located are authorized to close or the
United States Post Office is not open for business, then the date for such payment will be the next succeeding day
which is not such a day, and payment on such date will have the same force and effect as if made on the date payment
was due.

Authority for Issuance of the Bonds

The Bonds are issued pursuant to the Home Rule Charter of the City; the general laws of the State of Texas,
particularly Subchapter D of Chapter 1506, Chapter 1201, and Chapter 1371, Texas Government Code, as amended;
and the Bond Ordinance adopted by the City Council on April 13, 2000.

Security for the Bonds

General. The Bonds are limited obligations of the City, payable solely from and secured by a pledge of (i) the
Gross Revenues and (ii) all money held in the Revenue Fund, the Debt Service Fund, and the Construction Fund
established under the Bond Ordinance (collectively, the “Pledged Funds™). Such pledge securing the Bonds of Pledged
Funds (other than funds on deposit in the Construction Fund established under the Bond Ordinance which are pledged
only to secure the Bonds) will at all times and in all respects be on a parity with the pledges to secure any Parity
Obligations (defined below). Upon issuance of the Bonds, there will be no other outstanding obligations of the City
with any prior lien on the Pledged Funds.

“Gross Revenues” is defined in the Bond Ordinance as all of the revenues and income of every nature derived
from the operation and ownership of the Parking System (but exclusive of fines imposed and received by the City for
parking violations and, at the City's option, funds received from the sale or disposition of any property of the Parking
System). Amounts on deposit in a Pledged Fund which is pledged only to a particular series of Parity Obligations and
not to all Parity Obligations, and the proceeds of the investment thereof, secure the Parity Obligations for which such
Pledged Fund was created, and do not constitute Gross Revenues for the purpose of securing other Parity Obligations.

“Operation and Maintenance Expenses” is defined in the Bond Ordinance as all reasonable and necessary
expenses required for the efficient operation and maintenance of the Parking System, including, without limitation,
lease payments, insurance premiums and charges for the accumulation of appropriate reserves for self-insurance,
paying agent/registrar charges in connection with Parity Obligations, administrative expenses, salaries, labor, fees,
materials, contractual and professional services, keeping the Parking System in good condition and working order,
making all needed repairs, providing for all needed periodic and non-recurring items of maintenance, and providing for
the enforcement of parking laws and ordinances.

“Parking System” is defined in the Bond Ordinance as all property, facilities, and equipment of any kind now
and hereafter owned, leased, or otherwise acquired by the City for the primary purpose of providing off-street parking
and on-street parking of vehicles, together with future improvements, extensions, enlargements, and additions thereto
and replacements thereof (but excluding any parking facilities used in connection with the City’s airport system or
adjacent to the Alamodome). Notwithstanding the foregoing, the term “Parking System” does not include property,
facilities, and equipment of any kind which the City Council declares not to be a part of the Parking System and which
are acquired or constructed by or on behalf of the City with the proceeds from the issuance of “Special Facilities
Bonds”, which are defined in the Bond Ordinance as being special revenue obligations of the City which are not
payable from Gross Revenues but which are payable from and equally and ratably secured by other liens on and
pledges of any revenues, sources, or payments not pledged to the payment of the Parity Obligations, including, but not
limited to, special contract revenues or payments received from any other legal entity in connection with such facilities.

The City is not obligated to pay the Bonds or the interest thereon except from the Gross Revenues and
Pledged Funds and neither the faith and credit nor any physical properties of the City, including the Parking System,
are pledged to the payment of the Bonds. The issuance of the Bonds does not directly or indirectly or contingently
obligate the City to levy any form of taxation or to make any appropriation for their payment except from the Gross
Revenues and Pledged Funds. Neither the full faith and credit nor the taxing power of the City, the State of Texas, nor
any other political subdivision thereof is pledged to the payment of the Bonds.



Rate Covenant. The City has covenanted in the Bond Ordinance that in each Fiscal Year, the City will
establish, charge, and collect Gross Revenues sufficient to produce Net Earnings in each Fiscal Year at least equal to
the Annual Debt Service Requirements for Parity Obligations coming due during such Fiscal Year until the Convention
Center Garage and the St. Mary’s Street Garage have been in operation for one complete Fiscal Year, and thereafter at
least equal to 125% of the average Annual Debt Service Requirements for the outstanding Parity Obligations.

If the City determines, for any reason whatsoever, that there are not anticipated to be Gross Revenues
sufficient to meet the rate covenant, the City will fix, levy, charge, and collect such rentals, rates, fees, or other charges
of the Parking System, effective at such times and in such amounts, without any limitation whatsoever, as will be at
least sufficient to provide the money for making when due all such financial obligations of the City.

Any adjustments in the rate or manner of charging for any rentals, rates, fees, or other charges included in
Gross Revenues will be based upon a certificate and recommendation of the Designated Financial Officer, delivered to
the City Council, as to the rates and anticipated collection of the Gross Revenues by the City (after taking into account
the proposed rate adjustment) which will be anticipated to result in Gross Revenues being sufficient to meet all
financial obligations of the City payable therefrom.

If, in any Fiscal Year, the Gross Revenues are insufficient to meet the rate covenant described above, within
30 days of the receipt of the audited financial statements of the City for such Fiscal Year, the City must engage a
“Qualified Independent Consultant” (defined as a person, firm, or corporation, independent of the City (i.e., not an
employee or related entity of the City), having a widely known and favorable reputation for special skill, knowledge,
and experience in methods of development, operation, and management of vehicular parking systems of size and
character constituting the Parking System) to review and analyze the financial status and operations of the Parking
System, and to submit, within 60 days thereafter, a written report to the City recommending revisions of the rates, fees,
and charges of the Parking System and the methods of operation of the Parking System that will result in producing the
amount so required in the then following Fiscal Year. Promptly upon its receipt of such recommendations, the City
must revise the rates, fees, and charges of the Parking System, or alter the methods of operation of the Parking System,
and take such other action as will conform with such recommendations.

Additional Parity Obligations. Additional Parity Obligations may be issued under and secured by the Bond
Ordinance, on a parity as to pledge of the Gross Revenues and Pledged Funds with the outstanding Parity Obligations,
from time to time, for any lawful purpose. The issuance of additional Parity Obligations is subject to conditions stated
in the Bond Ordinance including the following:

(1) No DefaultCompliance with Covenants. The Chief Financial Officer or other official designated by
the City Manager (the “Designated Financial Officer”) executes a certificate stating (a) that, to the best of his or her
knowledge and belief, the City is not then in default as to any covenant, obligation, or agreement contained in any
ordinance or other proceeding relating to any obligations of the City payable in whole or in part from, and secured
by a lien on and pledge of, the Gross Revenues that would materially affect the security or payment of the Parity
Obligations and (b) either (i) payments into all special funds or accounts created and established for the payment and
security of all Outstanding Parity Obligations have been made and that the amounts on deposit in such special funds
or accounts are the amounts then required to be on deposit therein or (ii) the application of the proceeds of sale of

such Parity Obligations then being issued will cure any such deficiency.

(2) Historical Net Earnings Test. The Designated Financial Officer also executes a certificate to the effect
that, according to the books and records of the City, the “Net Earnings” (defined as Gross Revenues less Operation
and Maintenance Expenses, but not depreciation charges or expenditures which, under generally accepted
accounting principles, should be charged to capital expenditures or unrealized investment gains or losses), for the
preceding Fiscal Year or for a 12 consecutive month period out of the 18 consecutive months immediately preceding
the month the ordinance authorizing the issuance of the Parity Obligations is adopted are equal to at least 1.25 times
the average annual debt service requirements for all Parity Obligations then Outstanding.

(3) Pro Forma Net Earnings Test. The Designated Financial Officer executes a certificate to the effect that,
according to the books and records of the City, the Net Earnings for the preceding Fiscal Year or for a 12 consecutive
month period out of the 18 consecutive months immediately preceding the month the ordinance authorizing the
issuance of the Parity Obligations is adopted, plus any Net Earnings to be realized in the first 12 months of operation of



such new parking facility being financed with such additional Parity Obligations (as forecast by a Qualified
Independent Consultant), are projected to be equal to at least 1.25 times the average Annual Debt Service Requirements
for all Parity Obligations then Outstanding and the additional Parity Obligations proposed to be issued. In making the
determination of the Net Eamings, the Designated Financial Officer may take into consideration (i) the forecast
provided by a Qualified Independent Consultant described in the preceding sentence and (ii) a change in the rates and
charges of the Parking System that became effective at least 60 days prior to the last day of the period for which Net
Earnings are determined and, for purposes of satisfying the above Net Earnings test, make a pro forma determination of
the Net Earnings for the period of time covered by this certification based on such forecast of additional Net Earnings
provided by such additional parking facility and such change in rates and charges being in effect for the entire period
covered by the Designated Financial Officer’s certificate.

If the conditions to issuance of additional Parity Obligations are met, Parity Obligations may be issued from
time to time (pursuant to any law then available) for the purpose of refunding Outstanding Parity Obligations and
Subordinate Lien Obligations upon such terms and conditions as the City Council may deem to be in the best
interest of the City and, if less than all Outstanding Parity Obligations are refunded or if any Subordinate Lien
Obligations are refunded, the proposed refunding Parity Obligations will be considered as additional Parity
Obligations but the certificates required above will give effect to the issuance of the proposed refunding Parity
Obligations (and will not give effect to any Parity Obligations being refunded following their cancellation or
provision being made for their payment).

Parity Obligations may be issued for the purpose of refunding Other Parking-Related Obligations upon
such terms and conditions as the governing body of the City may deem in the best interest of the City.

The principal of all additional Parity Obligations must be scheduled to be paid or mature only on August 15
of a given year, and interest must be scheduled to be paid or mature only on February 15 and August 15 of a given
year.

Subordinate Lien Obligations. The City may also issue Subordinate Lien Obligations under the Bond
Ordinance which will be subordinate as to a lien on Gross Revenues to the Parity Obligations outstanding.

Other Parking-Related Obligations. The City may issue obligations which are not secured in whole or in part
by a pledge of the Gross Revenues, all or a portion of the proceeds of which are used for facilities in the Parking
System (being general obligation bonds (payable from ad valorem taxes) and certificates of obligation (secured by ad
valorem taxes and revenues from enterprises other than the Parking System) the proceeds of which were used for
Parking System facilities) (such general obligation bonds and certificates of obligation, the “Other Parking-Related
Obligations™). The City may pay the pro rata portion (as determined by the Designated Financial Officer) of the Other
Parking-Related Obligations from revenues of the Parking System as described below.

Flow of Funds. The Bond Ordinance provides that the funds discussed below are to be established and
maintained for so long as sums remain due and payable with respect to Parity Obligations outstanding (the brief
descriptions of such funds being for convenience of reference only, more complete descriptions being contained in the
Bond Ordinance). The funds described below are maintained at a depository appointed by the City and deposits are to
be made in the order of priority listed.

Revenue Fund. All Gross Revenues are to be deposited in the Revenue Fund. Money in the Revenue Fund is
to be withdrawn to pay principal of and interest on the Parity Obligations by making the required payments to the Debt
Service Fund, to make required deposits to the Operation and Maintenance Fund for payment of all Operation and
Maintenance Expenses and maintain the Required Operation and Maintenance Fund Balance (described below), to the
payment of Subordinate Lien Obligations, at the option of the City, to the Other Parking-Related Obligations Fund for
payment of the Other Parking-Related Obligations, to provide the payments required to the Repair and Replacement
Fund including maintenance of the Required Repair and Replacement Fund Balance, and to the Facilities Fund.
Allocations from the Revenue Fund are to be made on or before the 25" day of each month in the order of priority set
forth below.

Debt Service Fund. The Debt Service Fund is intended to provide for the ratable payment of the principal of,
premium, if any, and interest on the Parity Obligations as the same becomes due.




Operation and Maintenance Fund. The Operation and Maintenance Fund is intended to provide for the
payment of Operation and Maintenance Expenses. The City will deposit $1,660,105 into the Operation and
Maintenance Fund at Closing (of which $1,500,000 will come from available funds of the City and $160,105 will come
from proceeds of the Bonds) which amount will be adjusted each Fiscal Year to equal 25% of the budgeted Operating
and Maintenance Expenses (the “Required Operation and Maintenance Fund Balance”), and the City covenants to
maintain the Required Operation and Maintenance Fund Balance. Withdrawals from this Fund may be made by or on
order of the City in accordance with the Annual Budget of the City for the Parking System. If the Required Operation
and Maintenance Fund Balance is not in the Operation and Maintenance Fund, the City will, within 90 days, replenish
the Operation and Maintenance Fund from any funds of the City available for such purpose (including inter-fund
transfers) until the amount therein is at least equal to the Required Operation and Maintenance Fund Balance if the
Required Operation and Maintenance Fund Balance has not theretofore been restored to the required amount.

On or before the 25" day of the month following delivery of the Bonds, and on or before the 25" day of each
month thereafter, there will be deposited into the Operation and Maintenance Fund an amount equal to approximately
1/12 of the annual budgeted Operation and Maintenance Expenses for such Fiscal Year (or such greater amount as the
Designated Financial Officer deems necessary to meet expected Operation and Maintenance Expenses during the
ensuing month), together with an additional amount as may be required to maintain the Required Operation and
Maintenance Fund Balance; provided, however, that any transfers to the Operation and Maintenance Fund may not
occur prior to making the full monthly deposits required in the Debt Service Fund.

Subordinate Lien Obligations. Amounts will be deposited to the funds and accounts established by ordinances
of the City providing for the payment and security of Subordinate Lien Obligations hereafter issued, if any, with such
deposits to be made in approximately equal monthly deposits on the dates and in the amounts as provided in each
ordinance of the City authorizing the issuance of such Subordinate Lien Obligations; provided, however, that any
transfers to such funds and accounts may not occur prior to making the full monthly deposits required in the Operation
and Maintenance Fund.

Other Parking-Related Obligations Fund. Funds on deposit in the Other Parking-Related Obligations Fund
will be used for the purpose of paying the debt service on Other Parking-Related Obligations on the dates and in the
amounts as provided in the respective ordinances of the City authorizing the issuance of such Other Parking-Related
Obligations. After the amounts required for the Debt Service Fund and the Operation and Maintenance Fund have
been deposited therein, the Designated Financial Officer is authorized to transfer funds on deposit therein to the
appropriate funds and accounts of the City which have been established by ordinances of the City to provide for the
payment and security of such Other Parking-Related Obligations in the amounts and on the dates deemed necessary
and appropriate to timely pay debt service on the Other Parking-Related Obligations; provided, however, that any
transfers to the Other Parking-Related Obligations Fund may not occur prior to making the full monthly deposits
required for Subordinate Lien Obligations.

Upon delivery of the Bonds, the City will deposit $1,112,839 into the Other Parking-Related Obligations Fund
from available funds of the City. While any Other Parking-Related Obligations are outstanding, the City may deposit,
at the option of the Designated Financial Officer, into the Other Parking-Related Obligations Fund, on or before the
25" day of each month, an amount determined by the Designated Financial Officer (after taking into consideration
other expenditures which the Designated Financial Officer anticipates will be required to be made from Gross
Revenues either pursuant to the requirements of the Bond Ordinance or elsewhere) to pay all or a portion of the
principal and interest scheduled to come due on such Other Parking-Related Obligations on the next respective
payment date as provided in the respective ordinances which authorized the issuance of such Other Parking-Related
Obligations.

Repair and Replacement Fund. The Repair and Replacement Fund will be used for the purpose of paying the
costs of improvements, enlargements, extensions, additions, replacements, or other capital expenditures related to the
Parking System, or for paying the costs of unexpected or extraordinary repairs or replacements of the Parking System
for which Gross Revenues are not available, or for paying unexpected or extraordinary expenses of operation and
maintenance of the Parking System for which Gross Revenues are not otherwise available. In addition, in the event
there are insufficient funds on deposit in the Other Parking-Related Obligations Fund to fully fund the payment of
principal and/or interest on any principal or interest payment date for Other Parking-Related Obligations, funds on
deposit in the Repair and Replacement Fund may be transferred to the Other Parking-Related Obligations Fund to



satisfy any such insufficiency; provided, however, that any transfers to the Other Parking-Related Obligations Fund
may not occur prior to making the full monthly deposits required for Subordinate Lien Obligations.

Upon delivery of the Bonds, the City will deposit $1,500,000 into the Repair and Replacement Fund from
available funds of the City. Annually thereafter an amount determined by the Designated Financial Officer not more
than 60 days prior to each Fiscal Year equal to (i) 3.5% of the estimated value of the Parking System before
depreciation as reported in the most recent annual financial statements of the City, plus (ii) to the extent applicable,
3.5% of the construction costs of any new or substantially renovated surface or structured parking facility of the
Parking System (the “Required Repair and Replacement Fund Balance”) will be maintained in the Repair and
Replacement Fund. The Designated Financial Officer is required to annually evaluate the value of the Parking System
to determine the Required Repair and Replacement Fund Balance. Should the amount in any given year on deposit in
the Repair and Replacement Fund be less than the Required Repair and Replacement Fund Balance, the City will make
monthly deposnts within 60 months from the date the deficiency in funds occurred by making monthly dep051ts on or
before the 25% day of each month following the month such deficiency first occurred of not less than 1/60™ of the
amount of such deficiency.

Facilities Fund. Funds on deposit in the Facilities Fund may be used for any lawful purpose including, but not
limited to, making deposits to the Debt Service Fund, the Operation and Maintenance Fund, the Other Parking-Related
Obligations Fund (at the option of the Designated Financial Officer), the Repair and Replacement Fund, and any debt
service fund or debt service reserve fund created and established to secure the payment of any Subordinate Lien
Obligations in the event Gross Revenues on deposit in the Revenue Fund during any month are insufficient to make the
transfers and deposits to such funds as required by the Bond Ordinance. Upon delivery of the Bonds, the City will
deposit $644,545 into the Facilities Fund from available funds of the City.

Subject to making the full monthly deposits as required by the Bond Ordinance into the Debt Service Fund,
the Operation and Maintenance Fund, and the Repair and Replacement Fund, into any debt service fund or debt service
reserve fund required by any ordinance authorizing the issuance of Subordinate Lien Obligations, and into the Other
Parking-Related Obligations Fund (at the option of the De51gnated Financial Officer), all excess Gross Revenues on
deposit in the Revenue Fund will be deposited on or before the 25" day of each month into the Facilities Fund.

Preservation of Lien; Maintenance of Parking System. The City has covenanted that it will not do or suffer
any act or thing whereby the pledge of the Gross Revenues and Pledged Funds might or could be impaired, and that it
will at all times maintain, preserve, and keep the real and tangible property of the Parking System and every part
thereof in good condition, repair, and working order and operate, maintain, preserve, and keep the facilities, buildings,
structures, and equipment pertaining thereto in good condition, repair, and working order.

Sale, Disposition, Encumbrance, or Abandonment of Property. So long as any of the Parity Obligations
remain Outstanding, the City will not sell, dispose of, encumber, or abandon the Parking System or any substantial part
thereof; provided, however, that, subject to certain tax covenants, this covenant is not construed to prohibit the sale,
disposition, or abandonment in accordance with prudent business practices of (i) such machinery, equipment, or other
property of the Parking System (including surface parking lots) (A) which has become obsolete or otherwise unsuited
to the efficient operation of the Parking System or (B) which does not materially reduce the Net Earnings of the
Parking System or (ii) any other revenue generating facilities of the Parking System if (A) such facilities are replaced
with other facilities which are projected by the Designated Financial Officer to produce revenues in substantially the
same or greater amount as the replaced facilities after such new facilities have been in operation for a 12-month period
or (B) proceeds received from the sale, disposal or abandonment of such facilities are used to pay or defease
Outstanding Parity Obligations.

Redemption Provisions

Optional Redemption. The Issuer reserves the right, at its sole option, to redeem the Bonds stated to mature
on or after August 15, 2010, in whole or in part, in principal amounts of $5,000 or any integral multiple thereof on
February 15, 2010, or any date thereafter, at the par value thereof plus accrued interest to the date fixed for redemption.
The Issuer will determine the maturity or maturities, and the principal amount of the Bonds within each maturity to be
redeemed. If less than all of the Bonds within a stated maturity are to be redeemed, the particular Bonds to be
redeemed will be selected at random and by lot by the Paying Agent/Registrar.



Mandatory Redemption. The Bonds maturing August 15, 2017 and August 15, 2024 are subject to
mandatory redemption as described on page ii hereof.

Notice of Redemption. At least 30 days prior to the date fixed for any redemption of any Bonds or portions
thereof prior to stated maturity, the Issuer must cause written notice of such redemption to be sent by United States
mail, first-class postage prepaid, to the registered owner of each Bonds or a portion thereof to be redeemed at its
address as it appeared on the registration books of the Paying Agent/Registrar on the day such notice of redemption is
mailed. By the date fixed for any such redemption, due provision must be made with the Paying Agent/Registrar for
the payment of the required redemption price for the Bonds or portions thereof which are to be so redeemed. If such
notice of redemption is given and if due provision for such payment is made, all as provided above, the Bonds or
portions thereof which are to be so redeemed thereby automatically will be treated as redeemed prior to their scheduled
maturities, and they will not bear interest after the date fixed for redemption, and they will not be regarded as being
outstanding except for the right of the registered owner to receive the redemption price from the Paying
Agent/Registrar out of the funds provided for such payment.

Denominations. Bonds of a denomination larger than $5,000 may be redeemed in part ($5,000 or any
integral multiple thereof). Any Bonds to be partially redeemed may be surrendered in exchange for one or more new
Bonds in authorized denominations of the same stated maturity, series, and interest rate for the unredeemed portion of
the principal.

Redemption Through The Depository Trust Company. The Paying Agent/Registrar and the Issuer, so
long as a Book-Entry-Only System is used for the Bonds, will send any notice of redemption, notice of proposed
amendment to the Bond Ordinance or other notices with respect to the Bonds only to DTC. Any failure by DTC to
advise any DTC Participant (herein-after defined), or of any DTC Participant or Indirect Participant to notify the
Beneficial Owner, will not affect the validity of the redemption of the Bonds called for redemption or any other
action premised on any such notice. Redemption of portions of the Bonds by the Issuer will reduce the outstanding
principal amount of such Bonds held by DTC. In such event, DTC may implement, through its Book-Entry-Only
System, a redemption of such Bonds held for the account of DTC Participants in accordance with its rules or other
agreements with DTC Participants and then DTC Participants and Indirect Participants may implement a redemption
of such Bonds from the Beneficial Owners. Any such selection of Bonds to be redeemed will not be governed by
the Bond Ordinance and will not be conducted by the Issuer or the Paying Agent/Registrar. Neither the Issuer nor the
Paying Agent/Registrar will have any responsibility to DTC Participants, Indirect Participants or the persons for
whom DTC Participants act as nominees, with respect to the payments on the Bonds or the providing of notice to
DTC Participants, Indirect Participants, or Beneficial Owners of the selection of portions of the Bonds for
redemption. See “THE BONDS - Book-Entry-Only System”.

Paying Agent/Registrar

The initial Paying Agent/Registrar is Chase Bank of Texas, N.A. In the Bond Ordinance, the Issuer covenants
to provide a competent and legally qualified bank, trust company, financial institution, or other entity to act as and
perform the services of Paying Agent/Registrar at all times until the Bonds are duly paid, and the Issuer retains the right
to replace the Paying Agent/Registrar. If the Paying Agent/Registrar is replaced by the Issuer, the new Paying
Agent/Registrar must accept the previous Paying Agent/Registrar’s records and act in the same capacity as the previous
Paying Agent/Registrar. Any successor Paying Agent/Registrar, selected at the sole discretion of the Issuer, must be a
bank, trust company, financial institution, or other entity duly qualified and legally authorized to serve as a Paying
Agent/Registrar for the Bonds. Upon a change in the Paying Agent/Registrar for the Bonds, the Issuer is required to
promptly cause written notice thereof to be sent to each registered owner of the Bonds by United States mail, first-class,
postage prepaid.

Transfer, Exchange, and Registration

In the event the Bonds are not in the Book-Entry-Only System, the Bonds may be registered, transferred,
assigned, and exchanged on the registration books of the Paying Agent/Registrar only upon presentation and surrender
thereof to the Paying Agent/Registrar, and such registration, transfer, and exchange will be without expense or service
charge to the registered owner, except for any tax or other governmental charges required to be paid with respect to
such registration, transfer, and exchange. A Bond may be assigned by the execution of an assignment form on the



Bonds or by other instrument of transfer and assignment acceptable to the Paying Agent/Registrar. A new Bond or
Bonds will be delivered by the Paying Agent/Registrar in lieu of the Bonds being transferred or exchanged at the
designated payment office of the Paying Agent/Registrar, or sent by United States registered mail to the new registered
owner at the registered owner’s request, risk, and expense. New Bonds issued in an exchange or transfer of Bonds will
be delivered to the registered owner or assignee of the registered owner, to the extent possible, within three business
days after the receipt of the Bonds to be canceled in the exchange or transfer and the written instrument of transfer or
request for exchange duly executed by the registered owner or his duly authorized agent, in form satisfactory to the
Paying Agent/Registrar. New Bonds registered and delivered in an exchange or transfer will be in denominations of
$5,000 for any one stated maturity or any integral multiple thereof and for a like aggregate principal amount, series, and
rate of interest as the Bonds surrendered for exchange or transfer. See “THE BONDS — Book-Entry-Only System”
herein for a description of the system to be utilized in regard to ownership and transferability of the Bonds.)

Mutilated, Destroyed, Lost, or Stolen Bonds

The Issuer has agreed to replace damaged, mutilated, destroyed, lost, or stolen Bonds upon surrender of the
damaged or mutilated Bonds to the Paying Agent/Registrar, or receipt of satisfactory evidence of such destruction, loss,
or theft, and receipt by the Issuer and the Paying Agent/Registrar of security or indemnity as may be required by either
of them to hold them harmless. The Issuer may require payment of taxes, governmental charges, and other expenses in
connection with any such replacement.

Limitation on Transfer

Neither the Issuer nor the Paying Agent/Registrar will be required to transfer or exchange any Bonds (i)
during the period commencing at the close of business on the record date and ending at the opening of business on the
next interest payment date and (ii) with respect to the Bonds selected for redemption in whole or in part, within 45 days
of the date fixed for redemption; provided, however, this limitation is not applicable to the transfer or exchange of the
unredeemed balance of the Bonds called for redemption in part.

Defaults and Remedies

If the City defaults in the payment of the principal of and interest on any Bond when due, or defaults in the
observance or performance of any of the covenants, conditions or obligations set forth in the Bond Ordinance, any
registered owner is entitled to seek a writ of mandamus from a court of proper jurisdiction requiring the City to make
such payment or observe and perform such covenant, obligations, or conditions. Such right is in addition to any other
rights the registered owners of Bonds may be provided by the laws of the State of Texas. Under State law, there is no
right to the acceleration of maturity of the Bonds upon the failure of the City to observe any covenant under the Bond
Ordinance. Although a registered owner of Bonds could presumably obtain a judgment against the City if a default
occurred in payment of principal of or interest on any such Bonds, such judgment could not be satisfied by execution
against any property of the City. Such registered owner’s only practical remedy, if a default occurs, is a mandamus or
mandatory injunction proceeding to compel the City to collect Gross Revenues sufficient to pay principal of and
interest on the Bonds as it becomes due. The enforcement of any such remedy may be difficult and time-consuming
and a registered owner could be required to enforce such remedy on a periodic basis. The Bond Ordinance does not
provide for the appointment of a trustee to represent the interest of the bondholders upon any failure of the City to
perform in accordance with the terms of the Bond Ordinance, or upon any other condition. Furthermore, the City is
eligible to seek relief from its creditors under Chapter 9 of the U.S. Bankruptcy Code (“Chapter 9”). Chapter 9 also
includes an automatic stay provision that would prohibit, without Bankruptcy Court approval, the prosecution of any
other legal action by creditors or bondholders of an entity which has sought protection under Chapter 9. Therefore,
should the City avail itself of Chapter 9 protection from creditors, the ability to enforce would be subject to the
approval of the Bankruptcy Court (which could require that the action be heard in Bankruptcy Court instead of other
federal or state court), and the Bankruptcy Code provides for broad discretionary powers of a Bankruptcy Court in
administering any proceeding brought before it. The opinion of Co-Bond Counsel will note that all opinions relative to
the enforceability of the Bond Ordinance and the Bonds are qualified with respect to the customary rights of debtors
relative to their creditors.
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Record Date for Interest Payment

The record date for the semiannual interest payable on any interest payment date is the last business day of the
month next preceding such interest payment date, as specified in the Bond Ordinance. In the event of a non-payment
of interest on a scheduled payment date, and for 30 days thereafter, a new record date for such interest payment (a
“Special Record Date”) will be established by the Paying Agent/Registrar, if and when funds for the payment of such
interest have been received from the Issuer. Notice of the Special Record Date and of the scheduled payment date of
the past due interest (which must be 15 days after the Special Record Date) will be sent at least five business days prior
to the Special Record Date by United States mail, first class postage prepaid, to the address of each registered owner of
a Bond appearing on the registration books of the Paying Agent/Registrar at the close of business on the day next
preceding the date of mailing of such notice.

Amendments

The City has reserved the right to amend the Bond Ordinance subject to the following terms and conditions,
to-wit:

(a) The City may from time to time, with notice to each Credit Provider, if any, but without the consent of
any Holder, except as otherwise required by paragraph (b) below, amend or supplement the Bond Ordinance in order
to (i) cure any ambiguity, defect, or omission in the Bond Ordinance that does not materially adversely affect the
interests of the Holders, (ii) grant additional rights or security for the benefit of the Holders, (iii) add events of
default as are not inconsistent with the provisions of the Bond Ordinance and which will not materially adversely
affect the interests of the Holders, (v) qualify the Bond Ordinance under the Trust Indenture Act of 1939, as
amended, or corresponding provisions of federal laws from time to time in effect, or (vi) in connection with any
other change (other than any change described in clauses (1) through (5) of subsection (b) below) with respect to
which the City receives written confirmation from each Rating Agency that such amendment would not cause such
Rating Agency to withdraw or reduce its then current rating on the Parity Obligations.

(b) Except as provided in paragraph (a) above, each Credit Provider, if any, and the Holders of Parity
Obligations aggregating a majority in principal amount of the aggregate principal amount of then Outstanding Parity
Obligations which are the subject of a proposed amendment or are affected by a proposed amendment will have the
right from time to time to approve any amendment hereto which may be deemed necessary or desirable by the City;
provided, however, that without the consent of 100% of the Holders in aggregate principal amount of the then
Outstanding Parity Obligations affected by such amendment, nothing herein contained will permit or be construed to
permit amendment of the terms and conditions of the Bond Ordinance or in any of the Parity Obligations affected by
such amendment so as to (1) make any change in the maturity of any of such Parity Obligations; (2) reduce the rate
of interest borne by any of such Parity Obligations; (3) reduce the amount of the principal of, or redemption
premium, if any, payable on any of such Parity Obligations; (4) modify the terms of payment of principal or of
interest or redemption premium on such Outstanding Parity Obligations or any of them or impose any condition with
respect to such payment; or (5) change the minimum percentage of the principal amount of the Parity Obligations
necessary for consent to such amendment.

(c) When the City desires to make any amendment or addition to or rescission of the Bond Ordinance
requiring consent of each Credit Provider, if any, and/or the Holders of the Parity Obligations, the City must cause
notice of the amendment, addition, or rescission to be sent by first class mail, postage prepaid, to (i) each Credit
Provider, and (ii) the Holders (if the Holders of all Parity Obligations or at least a majority in aggregate principal
amount of the Parity Obligations are required to consent) at the respective addresses shown on the Registration
Books. Whenever at any time within one year after the date of the giving of such notice, the City receives an
instrument or instruments in writing executed by each Credit Provider and the Holders of all or a majority (as the
case may be) in aggregate principal amount of the Parity Obligations then outstanding affected by any such
amendment, addition, or rescission requiring the consent of the Holders, which instrument or instruments refer to the
proposed amendment, addition, or rescission described in such notice and specifically consent to and approve the
adoption thereof in substantially the form of the copy thereof referred to in such notice, thereupon, but not
otherwise, the City may adopt such amendment, addition, or rescission in substantially such form, except as herein
provided.

(d) No Holder may thereafter object to the adoption of any amendment, addition, or rescission which is
accomplished pursuant to and in accordance with the provisions of the Bond Ordinance.
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(e) Any consent given by the Holder of a Parity Obligation is irrevocable for a period of six months from
the date of the publication of the notice, and is conclusive and binding upon all future Holders of the same Parity
Obligation during such period. Such consent may be revoked at any time after six months from the date of the
publication of said notice by the Holder who gave such consent, or by a successor in title, by filing notice with the
City, but such revocation is not effective if the holders of a majority in aggregate principal amount of the affected
Parity Obligations then Outstanding, have, prior to the attempted revocation, consented to and approved the
amendment.

(D For the purposes of establishing ownership of the Parity Obligations, the City will rely solely upon the
registration of the ownership of such Parity Obligations on the registration books kept by the Paying
Agent/Registrar.

Defeasance
The Bond Ordinance provides for the defeasance of the Bonds as follows:

(a) Any Bond and the interest thereon will be deemed to be paid, retired and no longer outstanding (a
“Defeased Bond”) within the meaning of the Bond Ordinance, except to the extent provided in subsection (d) below,
when payment of the principal of such Bond, plus interest thereon to the due date (whether such due date be by
reason of maturity or otherwise) either (i) has been made or caused to be made in accordance with the terms thereof,
or (ii) has been provided for on or before such due date by irrevocably depositing with or making available to the
Paying Agent/Registrar in accordance with an escrow agreement or other instrument (the “Future Escrow
Agreement”) for such payment (1) lawful money of the United States of America sufficient to make such payment
or (2) Defeasance Securities that mature as to principal and interest in such amounts and at such times as will insure
the availability, without reinvestment, of sufficient money to provide for such payment, and when proper
arrangements have been made by the City with the Paying Agent/Registrar for the payment of its services until all
Defeased Bonds become due and payable. At such time as a Bond is deemed to be a Defeased Bond hereunder, as
aforesaid, such Bond and the interest thereon will no longer be secured by, payable from, or entitled to the benefits
of, the revenues pledged as provided in the Bond Ordinance, and such principal and interest will be payable solely
from such money or Defeasance Securities. Notwithstanding any other provision of the Bond Ordinance to the
contrary, any determination not to redeem Defeased Bonds that is made in conjunction with the payment
arrangements specified in subsection (a)(i) or (if) above not be irrevocable; provided, however, that: (1) in the
proceedings providing for such payment arrangements, the City expressly reserves the right to call the Defeased
Bonds for redemption; (2) gives notice of the reservation of that right to the owners of the Defeased Bonds
immediately following the making of the payment arrangements; and (3) directs that notice of the reservation be
included in any redemption notices that it authorizes.

(b) Any money so deposited with the Paying Agent/Registrar may at the written direction of the City be
invested in Defeasance Securities, maturing in the amounts and times as hereinbefore set forth, and all income from
such Defeasance Securities received by the Paying Agent/Registrar that is not required for the payment of the Bonds
and interest thereon, with respect to which such money has been so deposited, must be turned over to the City, or
deposited as directed in writing by the City. Any Future Escrow Agreement pursuant to which the money and/or
Defeasance Securities are held for the payment of Defeased Bonds may contain provisions permitting the investment
or reinvestment of such money in Defeasance Securities or the substitution of other Defeasance Securities upon the
satisfaction of the requirements specified in subsection (a)(i) or (ii) above. All income from such Defeasance
Securities received by the Paying Agent/Registrar which is not required for the payment of the Defeased Bonds,
with respect to which such money has been so deposited, will be remitted to the City or deposited as directed in
writing by the City.

(c) The term “Defeasance Securities” means (i) direct, noncallable obligations of the United States of
America, including obligations that are unconditionally guaranteed by the United States of America, (ii) noncallable
obligations of an agency or instrumentality of the United States of America, including obligations that are
unconditionally guaranteed or insured by the agency or instrumentality and that, on the date of the purchase thereof
are rated as to investment quality by a nationally recognized investment rating firm not less than AAA or its
equivalent, and (iii) noncallable obligations of a state or an agency or a county, municipality, or other political
subdivision of a state that have been refunded and that, on the date on the date the governing body of the City adopts
or approves the proceedings authorizing the financial arrangements are rated as to investment quality by a nationally
recognized investment rating firm not less than “AAA” or its equivalent.
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(d) Until all Defeased Bonds become due and payable, the Paying Agent/Registrar must perform the
services of Paying Agent/Registrar for such Defeased Bonds the same as if they had not been defeased, and the City
will make proper arrangements to provide and pay for such services as required by the Bond Ordinance.

(e) In the event that the City elects to defease less than all of the principal amount of Bonds of a maturity,
the Paying Agent/Registrar will select, or cause to be selected, such amount of Bonds by such random method as it
deems fair and appropriate.

Payment Record
The Issuer has never defaulted in payments on its bonded indebtedness.
Use of Certain Terms in other Sections of this Official Statement

In reading this Official Statement it should be understood that while the Bonds are in the Book-Entry-Only
System, references in other sections of this Official Statement to registered owners should be read to include the person
for which the direct or indirect Participant acquires an interest in the Bonds, but (i) all rights of ownership must be
exercised through DTC and the Book-Entry-Only System and (ii) except as described above, notices that are to be
given to registered owners under the Bond Ordinance will be given only to DTC.

Book-Entry-Only System

This section describes how ownership of the Bonds is to be transferred and how the principal of premium,
if any, and interest on the Bonds are to be paid to and credited by DTC while the Bonds are registered in its
nominee’s name. The information in this section concerning DTC and the Book-Entry-Only System has been
provided by DTC for use in disclosure documents such as this Official Statement. The Issuer believes the source of
such information to be reliable, but takes no responsibility for the accuracy or completeness thereof.

DTC will act as securities depository for the Bonds (the “Securities”). The Securities will be issued as
fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee). One fully-registered
Security certificate will be issued for each issue of the Securities, each in the aggregate principal amount of such
issue, and will be deposited with DTC. If however, the aggregate principal amount of any issue exceeds $200
million, one certificate will be issued with respect to each $200 million of principal amount and an additional
certificate will be issued with respect to any remaining principal amount of such issue.

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds securities
that its participants (“Participants™) deposit with DTC. DTC also facilitates the settlement among Participants of
securities transactions, such as transfers and pledges, in deposited securities through electronic computerized book-
entry changes in Participants accounts, thereby eliminating the need for physical movement of securities certificates.
Direct Participants include securities brokers and dealers, banks, trust companies, clearing corporations and certain
other organizations. DTC is owned by a number of its Direct Participants and by the New York Stock Exchange,
Inc., the American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. Access to the
DTC system is also available to others such as securities brokers and dealers, banks, and trust companies that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). The Rules applicable to DTC and its Participants are on file with the Securities and Exchange
Commission.

Purchases of Securities under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Securities on DTC’s records. The ownership interest of each actual purchaser of each
Security (“Beneficial Owner™) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial
Owners will not receive written confirmation from DTC of their purchase, but Beneficial Owners are expected to
receive written confirmations from DTC of their purchase, but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct or
Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership
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interests in the Securities are to be accomplished by entries made on the books of Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in
Securities, except in the event that use of the book-entry system for Securities is discontinued.

To facilitate subsequent transfers, all Securities deposited by Participants with DTC are registered in the
name DTC’s partnership nominee, Cede & Co., The deposit of Securities with DTC and their registration in the
name of Cede & Co., effect no change in beneficial ownership. DTC has no knowledge of the actual Beneficial
Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants to whose accounts such
Securities are credited, which may or may not be the Beneficial Owners. The Participants will remain responsible
for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may in effect from time to time.

Principal and interest payments on the Securities will be made to DTC. DTC’s practice is to credit Direct
Participants’ accounts on payable date in accordance with their respective holdings shown on DTC’s records unless
DTC has reason to believe that it will not receive payment on payable date. Payments by Participants to Beneficial
Owners will be governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name” and will be the responsibility of such Participant
and not of DTC, Agent, or Issuer, subject to any statutory or regulatory requirements of Issuer or Agent,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and its disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

A Beneficial Owner must give notice to elect to have its Securities purchased or tendered, through its
Participant, to Paying Agent/Registrar, and must effect delivery of such Securities by causing the Direct Participant
to transfer the Participant’s interest in the Securities, on DTC’s records to Tender/Remarketing Agent. The
requirement for physical delivery of Securities in connection with an optional tender or a mandatory purchase will
be deemed satisfied when the ownership rights in the Securities are transferred by Direct Participants on DTC’s
records and followed by a book-entry credit of tendered Securities to Tender/Remarketing Agent’s DTC accounts.

DTC may discontinue providing its services as securities depository with respect to the Securities at any
time by giving reasonable notice to the Issuer. Under such circumstances, in the event that a successor securities
depository is not obtained, Security certificates are required to be printed and delivered. ’

The Issuer may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, Security certificates are required to be printed and delivered.

The information in this section concermning DTC and DTC’s book-entry system has been obtained from
sources that Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy thereof.

DTC Year 2000 Disclosure. DTC management is aware that some computer applications, systems, and the
like for processing data (“Systems”) that are dependent upon calendar dates, including dates before, on, and after
January 1, 2000, may encounter “Year 200 problems.” DTC has informed its Participants and other members of the
financial community (the “Industry”) that it has developed and is implementing a program so that its Systems, as the
same relate to the timely payment of distributions (including principal and income payments) to securityholders,
book-entry deliveries, and settlement of trades within DTC (“DTC Services”), continue to function appropriately.
this program includes a technical assessment and a remediation plan, each of which is complete. Additionally,
DTC’s plan includes a testing phase, which is expected to be completed within appropriate time frames.

However, DTC’s ability to perform properly its services is also dependent upon other parties, including but
not limited to issuers and their agents, as well as third party vendors from whom DTC licenses software and
hardware, and third party vendors on whom DTC relies for information or the provision of services, including
telecommunication and electrical utility service providers, among other. DTC has informed the Industry that it is
contacting (and will continue to contact) third party vendors from whom DTC acquires services to: (i) impress upon
them the importance of such services being Year 2000 compliant and (ii) determine the extent of their efforts for
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Year 2000 remediation (and, as appropriate, testing) of their services. In addition, DTC is in the process of
developing such contingency plans as it deems appropriate.

According to DTC, the foregoing information with respect to DTC has been provided to the Industry for
informational purposes only and is not intended to service as a representation, warranty, or contract modification of
any kind.

THE PARKING SYSTEM
Background

The City has over 30 years of experience in the management and operation of garage and surface lot
parking facilities. As shown in the table below, the City’s first surface lot, with 173 parking spaces came on line in
1965. This was followed by an appropriation of $1,128,071 in the Fall of 1967 for the construction of a 465 parking
space structure known as the Marina Garage. In 1973, a 35-space parking lot came on line. In the mid 1970’s the
City sought the development of several luxury hotels in the downtown area to support anticipated growth in the San
Antonio convention and visitor services industry. To encourage the development of these hotels, a financial
feasibility study for the construction of a municipal parking garage was undertaken in 1975. In 1976, City Council
authorized the initial planning of a parking structure to be operated as a municipal enterprise. The 1975 parking
feasibility study was revised in 1977 with the recommendation to construct a parking garage in the downtown River
Bend area. As a result of the study, the City acquired land for the site of downtown centrally located parking facility
in 1978 and awarded a contract for the construction of an estimated 714 space parking garage in August, 1979. In
1978 and 1979 $6,400,000 certificates of obligation were sold to provide funds for the construction of the facility
now known as the River Bend Garage.

The 1979-80 Budget created the “Parking Facilities Fund” which was administered by the Traffic and
Transportation Department. The purpose of creating a Parking Facilities Fund was to provide for the self-sustaining
operation of all City-owned parking facilities and meters. The objective was to encourage the further revitalization
and development of the downtown area through the provision of low cost parking. Construction of the River Bend
Garage was completed in 1981.

The City undertook a third feasibility study in 1981 and 1982 for the construction of another parking garage
in the downtown area. An amount of $2,500,000 Certificates of Obligation were sold in December, 1982 to provide
funds for the acquisition of land for a parking structure known as the Mid City Garage. The land was acquired in
1982 and subsequently leased to Mid City Limited, a Texas Limited Partnership, to construct and operate the
facility. Ultimately, the Federal Deposit Insurance Corporation became the successor, through foreclosure, to the
interest of Mid City Limited and sold the facility to the City. The City sold certificates of obligation in the summer
of 1992, of which $1,700,000 were utilized to acquire and make improvements to the parking garage known as the
Mid City Garage.

The HemisFair Garage was constructed by the City and came into service in 1987. The facility cost
approximately $9,437,000 which was funded through the issuances of certificates of obligation. The initial structure
had approximately 1,215 parking spaces of which 471 spaces were razed in 1996 for the construction and expansion
of the City’s convention center. It is planned that the remaining 744 spaces will also be razed and replaced with the
Convention Center Garage constructed on the same site as a part of a proposed construction of a 1,200 room
headquarters hotel. The new facility will be built into the headquarters hotel and will be designed to accommodate
the aesthetic and structural requirements of the headquarters hotel.

In 1989 the City acquired a closed department store and adjacent parking garage. Major renovations were
made to the department store structure converting it into a new and modern library facility. Renovations to the
parking garage were made in 1994 and 1995 which was funded primarily from the issuance of $1,500,000 in
certificates of obligation. The Library Garage has 428 parking spaces.

In addition to the aforementioned surface lots, the City has acquired 1,049 surface lot parking spaces from

1983 through 1997. These surface lots were acquired with funding to include cash on hand and proceeds from the
issuance of certificates of obligation. The total number of City-owned surface lot parking spaces is 1,257.
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Other parking facilities include 1,902 City-owned and operated on-street parking meters. The City also
leases 3,033 and 350 surface lot parking spaces from the State of Texas and the United States government,
respectively. These leased spaces include 2,528 spaces leased for the Texas Department of Transportation (“TX-
DOT”), 515 spaces leased from the Texas General Services Commission (“TX-GSC”) and 350 spaces leased from
the United States General Services Administration (“US-GSA”). Revenue from the TX-DOT leased spaces is
restricted by agreement with the State of Texas to not set parking rates in excess of what is required to cover
operating and maintenance expenses. TX-DOT does not charge a fee to the City for the utilization of the spaces.
The TX-DOT contracts may be terminated by either party with 30-days notice. It is unlikely that any such contracts
will be terminated in the immediate future. The major reason for a termination would be if TX-DOT needed the
space in relation to street and highway improvements. A nominal fee is paid to the TX-GSC for the leased parking
spaces and there is no restriction on the parking rates charged or amount of revenue produced. These contracts were
entered into in 1991 and are renewable every five years through 2016. The 350 spaces leased from the US-GSA
require the City to pay $2,042 per month. There is no restriction the rates the City may set or the amount of
revenues the City may generate. The lease was entered into in 1987 and is renewable every five years through 2012.

Existing Parking System

Parking Garages:

The City has been proactive in the management and evaluation of sufficient downtown parking to ensure
available parking space that will accommodate the City’s infrastructure and economic development initiatives. The
Parking System, currently has an inventory of 9,889 parking spaces, comprised of five garages totaling 3,347 spaces,
11 surface lots with 1,257 spaces, 1,902 on-street meters, and 9 leased surface parking lots with 3,383 spaces. There
are an estimated 32,660 parking spaces in the downtown area of which the Parking System controls approximately
30%, excluding the 2,800 City-owned spaces at the Alamodome.

Four of the five parking garages are cast in place structures and the other is a steel frame structure with
metal deck forms. All of these facilities are owned and managed by the City. Three of these facilities have ground
level retail space with approximately 42,000 square feet of retail/office space. The estimated useful life for these
parking structures is 60 to 70 years with routine maintenance. The facilities are in good structural condition and have
a minimum remaining useful life of 30 to 40 years.

The Marina Garage was built in 1967 and 1968 and is a concrete cast in place column structure with pre-
cast concrete fagade wall panels and brick pilasters. This facility has 465 spaces with five levels and a basement.
This facility is directly across from the Convention Center and the Lila Cockrell Theatre. It is also in the proximity
of two hotels.

The River Bend Garage was built in 1980 and 1981 with an initial 700 spaces on eight levels. In 1990, an
additional level having 100 spaces was added for a total of 800 parking spaces. It is a cast in place concrete
structure with a pre-cast facade and a sandblast finish. There are 500 spaces open to the public and 300 spaces on
the three top levels are leased to the Hilton Hotel.

The HemisFair Garage was built in 1987 with 1,215 spaces. In 1996, the garage was downsized to 744
spaces to make room for the expansion of the Convention Center. It is a concrete structure with five levels of
parking and ground level retail. This existing garage will be demolished, and the site will be used for a new 1,200
room convention headquarters hotel and new parking garage. This facility will be taken off line beginning in
September, 2000. The new parking facility will be owned, managed, and operated by the City and is expected to be
operational by July, 2003.

As previously mentioned, the City acquired land for the Mid City Parking Garage in fiscal year 1983 and
subsequently entered into a ground lease agreement with Mid City Limited to construct and operate the garage. The
Mid City garage was built in 1984 and is a steel frame structure with a concrete slab on metal deck forms. It has a
brick veneer facade on the upper levels with stone cladding and store front retail space. There are 910 parking
spaces on 10 levels and a basement. Mid City Garage is located across from the La Mansion Hotel and the Nix
Hospital, next to the Majestic and Empire Theatres, and very close to another hotel and the Riverwalk. In August
1992, the City acquired the Mid City Parking Garage from the Federal Deposit Insurance Corporation as ultimate
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successor, through foreclosure, to the interest of Mid City Limited. When the City purchased the Mid City, the
facility was renovated and repairs were made to enhance the appearance and operation.

The fifth City-owned parking garage is the Library Garage, which is a renovated structure that is adjacent
to the City’s main library. The facility is of concrete structure construction with 428 parking spaces on three levels.

Surface Parking Lots:

There are 20 surface parking lots within the Parking System. The City owns 11 of these lots (1,257 spaces)
and nine (3,383 spaces) are leased from State of Texas and United States Government. The majority of the lots are
staffed with parking attendants to provide customer service and monitoring of the facility. Four of these lots are
high turnover lots owned by the City and have revenue control equipment to maximize revenue. The surface lots are
paved, in good condition and have an expected useful life of 25 years with routine maintenance and repairs.

One of the City-owned surface lot locations in the current inventory of parking spaces includes the
Commerce/Soledad Lot. This is a small asphalt surface lot with 35 spaces. Beginning in October, 2000, this surface
lot will be taken out of service to accommodate the City Civic Center Master Plan which provides for a pedestrian
mall and park area linking it to the Riverwalk.

The City has 1,902 on-street parking meters in the downtown area. These meters have recently been
converted from mechanical to electronic mechanisms. The digital electronics are state-of-the-art and allow for
improved operation. In addition, these digital mechanisms are able to detect foreign coins and improve revenue
collection. The majority of the meters are operated Monday through Friday, however, 25% of these meters are
operated Monday through Saturday because of the demand for parking on weekends. The Parking System also
includes 88 event parking meters which are operated during events at the Alamodome.

Proposed Parking Garages

The St. Mary’s Street Garage will have a total of 707 parking spaces with 15,573 square feet of store front
retail and office space. This facility will be a six-floor, poured in place parking structure with an attractive facade
and decorative art to complement the high volume traffic area. The facility will be close to major businesses
downtown and will also be used in the evening by patrons enjoying two of the City’s major downtown performance
and art theatres, by tourists visiting the nearby Riverwalk establishments, and by the nearby hotels. The garage will
have artistic signage to improve visibility to regular customers and first time visitors to downtown San Antonio. It
is planned that construction will commence in the Summer 2000, and the facility is expected to be in service by
June, 2001.

The Convention Center Garage will have 800 parking spaces. The facility will be incorporated into the
construction design of the convention center headquarters hotel. It will be open to the public and located next to the
Convention Center which has been expanded to double the convention center floor space to 440,000 square feet.
The headquarters hotel will have 1,200 rooms and utilize an additional 300 underground parking spaces of the
Convention Center Garage. It is normal for a hotel to have at least one parking space for every two rooms. The new
facility will be owned and managed by the City and will be a 24 hour operation. This new structure will have state-
of-the-art revenue control equipment and security personnel. Its location is near to major retail establishments, the
Lila Cockrell Theatre, and the Alamodome. Construction is expected to commence in late 2001 and is planned to
open in July, 2003.

Renovation and Enhancement Program

The City has contracted with an architectural firm to provide an assessment of the existing parking garages.
The assessment includes internal vehicle circulation, aesthetics, exterior colors, lighting standards, signage/graphics,
landscaping, and vertical circulation. A major product from this effort will be a uniform and enhanced exterior
signing for all existing and proposed city garages, thus allowing customers to identify the city facilities quickly
while driving in the downtown area.
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Another major enhancement program involves the installation of a traveler information system for parking.
The City will contract with a transportation/engineering firm to design and install this new system. The system will
provide potential customers with parking information while driving in the downtown area. The parking information
will be sent by radio to strategically placed electronic signs along the roadway. The electronic signage will display
the availability of parking spaces in a specific garage as well as provide directions to the garage. The purpose of the
electronic signage system is to assist motorists to find parking space and thereby ensure high occupancy levels in the
garages.

Construction Program

The Bond proceeds plus available cash on hand will be utilized to fund the following Parking System
construction projects: (a) raze the HemisFair Garage (744 spaces) in Summer 2000, (b) commence construction of
the St. Mary’s Street Garage (707 spaces) in Summer 2000 with an expected completion date of June, 2001, (c)
begin construction of the Convention Center Garage (800 spaces) in late 2001 with an expected completion date of
July, 2003, (d) renovate the existing facilities and provide enhanced signage, and (e) install electronic trailblazer
signs with parking space availability information. The City believes that the construction program will be complete

in three years.

Summary of Projected Parking System Spaces

Upon completion of the construction of the new facilities, the City will have approximately 10,617 parking
spaces as shown in the table below.

Proposed Total
Facility Existing Spaces Spaces Razed Additional Spaces Projected Spaces
Garages 3,347 (744) 1,507 4,110
Surface Lots 1,257 (35) - 1,222
On-Street Meters 1,902 - - 1,902
Leased Spaces 3.383 - - 3,383
Total 9.889 (779) 1,507 10,617

Competing Facilities

The City is the largest parking operator in the downtown area with approximately 30% of the
approximately 32,660 downtown parking spaces. The City controls, sets rates, and operates its parking facilities.
Shown below is a table which lists the largest parking operators.

Operator Number of Spaces Percent of Total
City Parking System 9,889 30.28%
Alamodome (City-owned) 2,800 8.57
Allright Parking 2,469 7.56
Central Parking 5,980 18.31
AMPCO 1,694 5.19
Classified Parking 1,928 5.90
Other 7,900 24.19
Total 32.660 100.00%

(The remainder of this page intentionally left blank.)
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Existing and Proposed City-Owned Garages and Surface Lots

Shown below are the City’s existing and proposed City-owned parking facilities, exclusive of 1,902 on-
street parking meters and 3,383 leased surface lot spaces, and the approximate date in which they were put into
service.

Table 1
Date
Completed Current
or to be & Proposed Cost or
Facility Completed Spaces Value*
GARAGES:
Marina 1967 465 $ 1,128,071
RiverBend 1981 800 5,729,864
HemisFair (to be razed Summer 2000) 1987 744 9,437,249
Mid-City 1992 910 1,821,573
Library 1995 428 1,656,014
St. Mary’s Street 2001 707 13,102,884
Convention Center 2003 800 9.613.000
Total 4.854 $42.478.654
SURFACE LOTS:
Non-Metered:
Dolorosa Street 1965 173 $ 1,384,000
Houston/Cameron Street 1973 35 280,000
Commerce Street (lots to be made into pedestrian mall) 1984 35 280,000
Continental Street 1983 89 712,000
Center Street 1992 148 1,184,000
Market Square 1993 177 1,416,000
Municipal Courts 1997 155 1,240,000
Cattleman’s 1997 223 1.784.,000
Total 1,035 $ 8.280.000
Metered:
Rossy Salinas Flores 1989 47 $ 376,000
San Antonio College 1989 117 936,000
San Fernando 1989 58 464.000
Total 222 $1.776.000
GRAND TOTAL 6,111 $52.534.654

* The value of the garages is shown as the acquisition or cost of construction. Surface lots are valued at $25 per square foot with
each space being approximately 320 square feet.

Parking Demand

The City employed the services of the Consulting Engineers Group, Inc. to complete a parking study in
1995. The objectives of the study were to: (a) review and define the parking needs of six specific downtown areas;
(b) identify parking location alternatives; and (c) coordinate and consolidate the improvement requirements of each
area into a single set of recommendations. The study areas included: (1) the eastern periphery of downtown known
as Sunset Station; (2) the convention center; (3) the central city; (4) the Houston Street Corridor; (5) the Historic
Civic Center; and (6) the western periphery of downtown. The study recommended additional parking facilities to
include approximately 800 spaces for the Central City, 265 to 600 spaces for the western periphery, 1,400 spaces for
the Houston Street Corridor, and 700 spaces for the convention center. It was further recommended that
construction of such facilities commence in 1996 and that additional facilities in the eastern periphery of downtown
and the historic civic center should be reevaluated at a future date. In 1996 the City acquired the surface lot with
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223 spaces known as Cattleman’s Square on the western periphery of downtown near the University of Texas at San
Antonio Downtown Campus. The proposed parking garages are consistent with the study recommendations.

The parking study identified a growing parking demand due to new development in the downtown area. A
significant amount of the development anticipated in the study has already occurred. Specifically this demand
includes improvements along the Riverwalk, new hotels, refurbished theatres, existing office space absorption, and
the renovation of the former Central Library into a the new International Building. In addition to new development,
existing businesses in the downtown area continue to grow and have inquired about additional parking in the
downtown area to meet the additional demand of increased staffing.

Since the parking study, additional growth has occurred in the downtown area. At October, 1999 there
were 60 downtown projects listed, varying from conception to near completion with a value totaling in excess of
$1 billion. Two major projects include the convention center headquarters hotel and Houston Street redevelopment
efforts that are currently underway. The headquarters hotel project is a public/private venture to construct a 1,200
room headquarters hotel near the new convention center. The public contribution is approximately $15,000,000 and
the private contribution is estimated at $198,000,000. Another major project is a public/private venture to redevelop
downtown’s Houston Street. The project is a combined public and private participation in excess of $100,000,000
for a mixed use development which includes building renovation, new construction for hotels, offices and retail
space.

As a result of the economic development activity in the downtown area the City has identified specific
demand for the proposed new facilities.

»  Southwestern Bell Corporation has requested 300 to 500 spaces to accommodate its employees.

e A waiting list for 155 spaces currently exists for monthly contract spaces in the Mid City Garage. This
demand will be satisfied in one of the new parking facilities.

¢ The location of one of the proposed new parking facilities currently houses a surface lot with 106
spaces which will be absorbed in the new parking facility.

o The City will move 150 existing monthly contract customers from the Mid City Garage to the new
parking facility. Space in the Mid City Garage will be used to accommodate demand anticipated by a

new hotel to be built as a part of Houston Street redevelopment project.

o 180 parking spaces have been requested to accommodate office workers resulting from the Houston
Street redevelopment project.

¢  Weston Properties has recently requested 300 to 500 spaces.

The table below shows estimated parking requirements as requested by various entities.

Source of Demand Spaces Needed
Houston Street Redevelopment 690
Southwestern Bell Corporation 450 to 650
Replacement of Existing Surface Lot Spaces 106
Mid City Garage Waiting List 155
Nix Hospital 400
South Texas Building 200
Convention Center 800

Total Estimated Demand 2,801 to 3.001

Management of the Parking Facilities

The Department of Public Works is responsible for the management and operation of the parking facilities
The Public Works Director, Mr. John L. German, P.E., has 38 years of experience in public works management,

20



traffic engineering, and executive level management. He holds a B.S. in Civil Engineering from Texas A&M
University in College Station, Texas, a post graduate certificate from Yale University, and M.A. from the LBJ
School of Public Affairs at the University of Texas in Austin. Mr., German is currently responsible for the
supervision of over 1,600 employees, an operating budget of $106 million and a $300 million capital improvement
program. One of the ten operating divisions within the Public Works Department is the Parking Division, with over
147 full-time equivalent employees and a $5.3 million budget. Prior to joining the City of San Antonio in 1992, Mr.
German was President and Chief Executive Officer of the Texas Research and Development Foundation where he
was responsible for the management of large scale federally funded transportation research projects. In addition,
Mr. German served as the Executive Vice President for Real Estate and Land Development at Franklin Savings
Association Austin, Texas from 1983-88. During his 14 years with the City of Austin, he was Director of Public
Works and then Assistant City Manager.

Ms. Sandra Stinson Stout, Assistant Director of the Department of Public Works is responsible for direct
oversight of the Parking Division. Ms. Stout has held various transportation planning positions as a consultant and
in the public sector in San Antonio, Texas; Alexandria, Virginia; and Atlanta, Georgia since 1978. Ms. Stout holds
a B.A. from the University of Texas at Austin, Texas and M.S. in Environmental Management from the University
of Texas at San Antonio, Texas. She is a member of the Institute of Transportation Engineers. Prior to joining the
Public Works Department in 1999, Ms. Stout was involved in transportation planning consulting, as president of her
own firm. Her firm was involved in a traveler information kiosk project for the 1996 Olympic Games in Atlanta,
Georgia. From 1985 to 1994, Ms. Stout served as the Director of Bureau of Traffic and Transportation for the City
of Atlanta where she managed all aspects of traffic operations including parking with a staff of 130 employees, $11
million operating budget, and $4 million capital improvement.

Mr. Robert Galindo, Parking Operations and Enforcement Manger in the Department of Public Works,
Parking Division is responsible for the day to day management of the Parking Division. Mr. Galindo holds a B.B.A.
in Accounting from St. Mary’s University, San Antonio, Texas and M.B.A. in Finance from Our Lady of the Lake
University, San Antonio, Texas. Mr. Galindo is a Certified Public Accountant and has been employed in the
Parking Division since 1988, fulfilling various positions from accountant to his current position as manager. Mr.
Galindo, CPA, is a member of the International Parking Institute, editor of the Texas Parking Association Newsletter
and past president of the Texas Parking Association. Mr. Galindo is assisted in the day to day parking operations by
Mr. Charles Leschber. Mr. Leschber holds a B.A. in Personnel Administration/Marketing and M.B.A. from the
University of Texas at San Antonio, Texas. Mr. Leschber has been involved in parking operations and maintenance
of parking facilities with the City of San Antonio since 1981.

The management team for the Division is led by a Parking Operations and Enforcement Manager, an
Assistant Manager, and an Administrative Services Manager. The management team is responsible for the
operations, maintenance, administration, parking enforcement, meters maintenance and collections, and fiscal
sections. All operations for the Division are through City employees. Parking Attendants working for the City
usually have better pay with benefits than their counter parts in the private industry. There are 181 authorized
positions within the Division. All sections are daily seven day a week operations, except for the Meters Section, to
accommodate the parking needs of the public and to handle major events downtown. The Operations Section is
responsible for the daily operations of all parking facilities. These facilities include three garages which are 24 hour
operations. The Maintenance Section is responsible for the daily upkeep and routine maintenance of the parking
facilities. There are 25 maintenance staff including a Superintendent and Supervisor responsible for the section,
electrician, two electronic technicians, a light equipment operator, and 14 line staff for routine maintenance and
cleaning of the facilities. The Meters Section has five personnel responsible for the collection and maintenance of
the meters and providing customer service Monday through Friday. The Parking Enforcement Section is comprised
of ten Enforcement Officers, a Senior Administrative Clerk, and the Enforcement Supervisor. This section enforces
parking regulations downtown and provides customer service to downtown employees, businesses, and tourists. The
Fiscal Section is responsible for the accounting, collecting, and depositing of all funds on a daily basis. This section
has a staff of nine including a Fiscal Officer and an Accountant II. The Fiscal Section maintains the revenues and
expenses for the Division. The Division also has a full-time Auditor and Safety Officer to ensure operations are in
compliance with policies and regulations and to provide a safe environment for employees and patrons. Together
these sections are managed to provide affordable parking downtown in efficient and safe facilities to downtown
employees and tourists with good customer service.
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Rates and Charges

Establishment of Parking Rates. Parking rates are collaboratively proposed to City Council by the City’s
Departments of Public Works, Budget and Performance Assessment, Finance, and Economic Development. City
Council then annually acts to approves or disapproves the parking rates during the budget process. Several factors
are considered when the City establishes the parking rates, including the Parking System’s revenues and expenses,
comparisons to parking rates in cities of similar size throughout the southwestern United States, the competition, and
the impact of the fees on economic development of the City.

Historical Parking Rates. The City has historically responded to the operational requirements of the
Parking System by raising parking rates as deemed necessary for the efficient and prudent operation of the Parking
System. Rates have been established to be very competitive with private parking operators. The private operators
normally adjust their rates when the City establishes or changes their rate. Private operators are usually higher than
City operated facilities. Rates are established taking demand into account and allowing for maximum utilization of
the parking facilities by the public.

Shown below is a summary of the City’s current parking rates.

Parking Rates
Table 2
Facility Commercial Residential Daily Rate Event Rate
Riverbend Garage $63.00 $45.00 $5.25 $5.00
Marina Garage 50.00 45.00 5.25 5.00
Convention Center Garage 63.00 45.00 5.25 5.00
Mid-City Garage 63.00 45.00 5.25 5.00
Library Garage 25.00 N/A 3.75 4.00
St. Mary’s Street Garage 63.00 45.00 5.25 5.00
Dolorosa Street Lot 35.00 N/A 4.50 5.00
Continental Lot 31.50 N/A 4.50 5.00
Market Square Lot 33.00 N/A 4.20 4.00
Houston/Nolan Street Lot 22.00 N/A 1.00 5.00
I-35 Lots 20.00 N/A 1.00 4.00
Hourly Parking Rates
Several Library Dolorosa & Market Square
Parking Period Facilities'" Garage Continental Lots Lot
One half hour $0.75 $0.50 $0.75 $0.40
31 minutes - 1 hour 1.50 1.00 1.50 0.80
1 hour - 1-1/2 hours 2.50 1.75 2.50 1.40
1-1/2 hours - 2 hours 3.50 2.50 3.50 2.00
2 hours - 2-1/2 hours 4.50 3.25 4.50 2.60
2-1/2 hours to 3 hours 5.25 3.75 4.50 3.20
3 hours - 3-1/2 hours 5.25 3.75 4.50 3.80
3-1/2 hours - 24 hours 5.25 3.75 4.50 4.20
Lost Ticket 10.50 375 4.50 4.20

(1) The Riverbend Garage, Marina Garage, Convention Center Garage, Mid-City Garage, and the St. Mary’s Street Garage are currently under
the rate structure described above.

The HemisFair Garage is projected to discontinue operations in July, 2000 and has not been included.

Parking Fines, Enforcement Policy, and Collections
The Parking Enforcement Section of the Parking Division enforces all parking violations in the downtown

area. The ticket fines are not a component of the Pledged Revenues. Fines are collected through Municipal Courts
and deposited to the general fund. The Parking Division is reimbursed for personnel costs of operating the
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Enforcement Section. Vigorous enforcement is encouraged to promote turnover in the central business district.
Parking Enforcement also utilizes an automobile boot to immobilize vehicles which have three or more delinquent
parking tickets. The Enforcement Officers use a hand held ticket writer which alerts the Enforcement Officer when
issuing the ticket if the vehicle is eligible to be booted. Then the Enforcement Officer makes immediate contact via
two-way radio with Municipal Courts to verify if the vehicle has not paid outstanding tickets. If such outstanding
tickets have not been paid the vehicle is booted. The tickets must be paid prior to the release of the vehicle. The
Enforcement Section has a total of ten Enforcement Officers, a Senior Administrative Clerk, and a Parking
Enforcement Supervisor.

Financial and Budgetary Support Systems

The City’s Finance Department is responsible for all fiscal affairs, financial management, and related
systems for the City including the Parking System. The Department is divided into four divisions including:
Accounting, Financial Management, Public Utilities, and Treasury. The Department is operated with a full-time
staff of 83. The City maintains sophisticated systems for the effective management of its debt, investments,
pensions, risk management, and related reporting thereon.

Table 3

Historical Gross Revenues
Year Gross Revenues” Year Gross Revenues'”
1986 $2,693,963 1993 $5,261,802
1987 2,680,585 1994 5,513,102
1988 3,873,499 1995 6,887,653
1989 3,948,120 1996 7,487,370
1990 3,856,448 1997 7,433,905%
1991 4,108,653 1998 7,436,475
1992 4,605,292 1999 8,117,505

!Includes leased spaces
2 Reflects loss of revenue from 471 spaces razed at HemisFair Garage, leaving 9,889 Spaces

Table 4
Historic Pro-Forma Coverage

Gross Parking System FY Ending 1999 $8,117,505
Maximum Annual Debt Service of the Bonds $2,265,375
Debt Service Coverage 3.58 times

(The remainder of this page intentionally left blank.)
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Table 5

Gross Operating Revenues

Gross Non-Operating Revenues

Total Gross Revenue

Revenue Available for Debt Service
The Bonds Debt Service Requirement
The Bonds Debt Service Coverage

Operations & Maintenance Expenses

Revenues Available for Other
Obligations

Historical and Projected Parking System Operating Cashflow

Historical
1998 1999
$6,884,901 $7,522,794
551,574 594,711
$7436475 $8.117.505
$7,436,475 $8,117,505
$0 $0
N/A N/A
$4984.407 $5.574.755
$2452,068 $2.542.750

Projected

2000 2001 2002 2003 2004 2005
$7,125,035  $7,223,639 $8,574,081 $8,865,487 $10,407,739 $10,448,966

427,314 552,563 560.691 567,591 571,085 588,596
$7.552.349 $7,776.203 $9.134.772 $9.433.077 $10.978.823 $11,037.563
$7,552,349 7,776,203 $9,134,772  $9,433,077 $10978,823 $11,037,563
$ 394990 $1,367,273 $1,367,273  $1,367,273 $1,767,273  $1,797,273

19.12 5.69 6.68 6.90 6.21 6.14
$6.024.039 $5.635528 $6.014458 $6.243.229 $6.640421 $6.806.431
$1,133.320 $§ 773402 $1,753.045 $1.822576 $2571.130 $2.433.859
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Projected Operations Assumptions

The City used the following assumptions to estimate Parking System revenues: (a) HemisFair Garage and
Commerce/Soledad Surface Lots are taken out of service in 2000; (b) planned revenue adjustments are (i) parking
fees are increased every five years, (ii) metered parking fees are increased approximately every five years, and (iii)
retail/office space leases are increased by approximately 10% every five years; and (c) operating expense
adjustments are (i) personnel — annual increases of approximately 2.5% and (ii) operating expenses — annual
increases of approximately 2.5%.

Debt Service Schedule

The table below shows the debt service payable on the Bonds and the Other Parking-Related Obligations:

Table 6
The Bonds Other Parking-Related Obligations
Combined
Fiscal Year Principal Interest Principal Interest Debt Service
2000 $ 0 $ 394,989.83 $1,145,000 $ 937,780 $2,477,769.83
2001 0 1,367,272.50 835,000 879,803 3,082,075.50
2002 0 1,367,272.50 1,055,000 836,363 3,258,635.50
2003 0 1,367,272.50 1,135,000 779,310 3,281,582.50
2004 400,000 1,367,272.50 1,195,000 720,430 3,682,702.50
2005 450,000 1,347,272.50 1,240,000 657,348 3,694,620.50
2006 600,000 1,324,772.50 1,185,000 591,173 3,700,945.50
2007 620,000 1,294,772.50 1,250,000 526,683 3,691,455.50
2008 660,000 1,263,772.50 1,290,000 457,206 3,670,978.50
2009 850,000 1,230,442.50 1,200,000 384,286 3,664,726.50
2010 350,000 1,187,092.50 2,020,000 314,731 3,871,823.50
2011 575,000 1,169,067.50 1,950,000 200,749 3,894,816.50
2012 1,110,000 1,139,455.00 765,000 93,455 3,107,910.00
2013 1,170,000 1,081,735.00 685,000 50,279 2,987,014.00
2014 1,230,000 1,020,310.00 150,000 12,939 2,413,249.00
2015 1,300,000 952,660.00 90,000 4,860 2,347,520.00
2016 1,370,000 881,160.00 2,251,160.00
2017 1,445,000 805,810.00 2,251,810.00
2018 1,535,000 726,335.00 2,261,335.00
2019 1,625,000 640,375.00 2,265,375.00
2020 1,700,000 548,562.50 2,248,562.50
2021 1,800,000 451,662.50 2,251,662.50
2022 1,900,000 348,162.50 2,248,162.50
2023 2,020,000 238,912.50 2,258,912.50
2024 2.135.000 122.762.50 2,257.762.50
TOTAL $24.845.000 $23,639.174.83  $17.190.000 $ 7.447.395 $73.121,569.83

RISK FACTORS

The Bonds are subject to certain risks, and the discussion below should be reviewed in evaluating the
City’s responsibility to pay the principal of, and interest on the Bonds. This discussion is not intended to be
exhaustive.

Bonds not a General Obligation of the City. Payment of the Bonds is not a general obligation or other
indebtedness of the City, but rather is payable solely from Gross Revenues and Pledged Funds. Registered Holders
do not have a lien on the physical properties comprising the System and do not have a right to foreclose on the
System to satisfy their claims for payment, rather such right is limited to a mandamus action to require the City to
raise parking rates to derive revenues to pay such claims. The ability of the City to raise additional Gross Revenues
through increased parking rates may be limited as a practical matter.
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Financial Performance of System. The availability of Gross Revenues is dependent upon the financial
performance of the System which may be adversely affected by a number of factors which are beyond the control of
the City. Such factors include, but are not limited to, a major change in the demographics of the central business
district as a center for employment and commercial activity, the construction of competing facilities by private or
other public entities, and condemmnation or catastrophic losses to the System.

Development of the System. The City’s determination of the size and location of the Projects, the other
projects which the City plans to add to the System, and the revenue which the City anticipates will be realized from
the operation of the System are predicated upon anticipated future growth in demand for parking facilities within the
City’s core business district. While the City’s projections are based upon factors and conclusions which it deems to
be reasonable, there can be no assurance that actual events will correspond with anticipated events and that the
projected operating results will be achieved. No recent demand study has been made of the existing parking supply
and demand for future facilities by the City or by any consultant on behalf of the City.

Construction Risks. The City expects to enter into a maximum price construction contract for the
construction of the Projects. However, as the cost of construction may be affected by factors beyond the control of
the City, including strikes, energy shortages, material shortages, inflation, adverse weather conditions, contractor or
subcontractor defaults, and other unknown contingencies, there can be no assurance that the construction cost of the
Projects will not exceed the agreed-to contract price. Such increased costs, if they occur, may increase the amount
of debt to be serviced by the Facilities and may adversely affect the operating results anticipated by the City.

Pending Tax Legislation. The opinions expressed by Bond Counsel as to compliance with the provisions
of the Internal Revenue Code described under “TAX MATTERS” are based upon existing law as of the delivery
date of the Bonds. No opinion is expressed as of any subsequent date nor is any opinion expressed with respect to
any pending or proposed legislation.

There are three bills now pending in Congress proposing to amend the federal income tax laws. These
bills, HR 2398, HR 2756, and HR 3097, as proposed, each have a retroactive effective date which predates the date
of issue of the Bonds. Consequently, these bills would apply to the Bonds if adopted in their current form. The
sponsor of one of these bills, HR 2756, has indicated that if it was possible, he would withdraw the bill and that in
any event he will not seek any further action with respect to that bill. At the present time, the Ways and Means
Committee of the U.S. House of Representatives has taken no action with respect to any of these bills and no
hearings regarding these bills have been held. The City is unable to predict the effect of these bills on the tax
exemption for the Bonds in the event they pass in their current form or any other form. If they are not passed before
November 30, 2000, they must be reintroduced.

If any of these bills are enacted in their present form and were determined to apply to the Bonds, interest on
the Bonds could be includible in federal gross income retroactive to their date of issue. The City has not covenanted
to comply with future changes in federal tax law. The Bonds are not subject to optional or mandatory redemption if
the interest thereon is determined to be includible in federal gross income nor is there a provision to increase the
interest rate on the Bonds if such interest is determined to be includible in federal gross income. Consequently, if
any of these bills are enacted and determined to apply to the Bonds, it could adversely affect the value of the Bonds.
Inclusion of interest on the Bonds in federal gross income and alternative minimum taxable income or any
combination thereof from the date of issuance of the Bonds or any other date, could result in a decrease in the
market value of the Bonds and in the investment return to the owners of the Bonds and could have other adverse
federal tax consequences.

Further, other amendments to the federal tax laws may be pending now or could be proposed in the future
which if enacted into law could adversely affect the value of the Bonds, the inclusion of interest on the Bonds, from
gross income and alternative minimum taxable income or any combination thereof from the date of issuance of the
Bonds or any other date, or which could result in other adverse federal tax consequences. Owners of the Bonds are
advised to consult with their own tax advisors regarding such matters.
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INVESTMENTS

Available investable funds of the Issuer are invested as authorized and required by the Texas Public Funds
Investment Act, Chapter 2256, Texas Government Code, as amended (the “Act”) and in accordance with an
Investment Policy approved by the City Council of the City. The Act requires that the Issuer establish an investment
policy to ensure that Issuer funds are invested only in accordance with State law. The Issuer has established a
written investment policy as most recently adopted on September 23, 1999. The Issuer’s investments are managed
by its Finance Director, who, in accordance with the Investment Policy, reports investment activity to the City
Council.

Legal Investments

Under Texas law, the Issuer is authorized to invest in (1) obligations of the United States or its agencies
and instrumentalities, (2) direct obligations of the State of Texas or its agencies and instrumentalities, (3)
collateralized mortgage obligations directly issued by a federal agency or instrumentality of the United States, the
underlying security for which is guaranteed by an agency or instrumentality of the United States, (4) other
obligations, the principal and interest of which are unconditionally guaranteed or insured by, or backed by the full
faith and credit of the State of Texas or the United States or their respective agencies and instrumentalities, (5)
obligations of states, agencies, counties, cities, and other political subdivisions of any state rated as to investment
quality by a nationally recognized investment rating firm not less than A or its equivalents, (6) certificates of deposit
that are guaranteed or insured by the Federal Deposit Insurance corporation or the National Credit Union Share
Insurance Fund, or are secured as to principal by obligations described in the clauses (1) through (5) or in any other
manner and amount provided by law for City deposits; (8) fully collateralized repurchase agreements that have a
defined termination date, are fully secured by obligations described in clause (1), and are placed through a primary
government securities dealer or financial institution doing business in the State of Texas; (9) bankers’ acceptances
with the remaining term of 270 days or less from their date of issuance, if the short-term obligations of the accepting
bank or its parent are rated at least “A-1” or “P-1” or the equivalent by at least one nationally recognized credit
rating agency; (10) commercial paper with a stated maturity of 270 days or less, rated not less than “A-1" or “P-1”
or an equivalent rating by either (a) two nationally recognized credit rating agencies or (b) one nationally recognized
credit rating agency if the paper is fully secured by an irrevocable letter of credit issued by a U.S. bank or state; (11)
no-load money market mutual funds regulated by the Securities and Exchange Commission that have a dollar
weighted average portfolio maturity of 90 days or less and include in their investment objectives the maintenance of
a stable net asset value of $1 for each share; and (12) no-load mutual funds registered with the Securities and
Exchange Commission that have an average weighted maturity of less than two years, invest exclusively in
obligations described in the preceding clauses, and are continuously rated as to investment quality by at least one
nationally recognized investment rating firm at not less than “AAA” or its equivalent.

The Issuer may invest in such obligations directly or through government investment pools that invest
solely in such obligations provided that the pools are rated no lower than “AAA” or “AAA-m” or an equivalent by
at least one nationally recognized rating service. The Issuer is specifically prohibited from investing in: (1)
obligations whose payment represents the coupon payments on the outstanding principal balance of the underlying
mortgage-backed security collateral and pays no principal; (2) obligations whose payment represents the principal
stream of cash flow from the underlying mortgage-backed security and bears no interest; (3) collateralized
mortgage obligations that have a stated final maturity of greater than 10 years; and (4) collateralized mortgage
obligations, the interest rate of which is determined by an index that adjusts opposite to the changes in a market
index.

Investment Policies

Under Texas law, the Issuer is required to invest its funds under written investment policies that primarily
emphasize safety of principal and liquidity; investment diversification, yield, maturity, and the quality and capability
of investment management; and include a list of authorized investments for Issuer funds, maximum allowable stated
maturity of any individual investment, and the maximum average dollar-weighted maturity allowed for pooled fund
groups. All Issuer funds must be invested consistent with a formally adopted “investment strategy statement” that
specifically addresses each funds’ investment. Each investment strategy statement will describe its objectives
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concerning: (1) suitability of investment type, (2) preservation and safety of principal, (3) liquidity, (4)
marketability of each investment, (5) diversification of the portfolio, and (6) yield.

Current Investments

At September 30, 1999, investable Issuer funds currently are 81.17% invested in obligations of the United
States, or its agencies and instrumentalities, and 4.97% invested in a money market fund, with the weighted average
maturity of the portfolio being less than one year. The remaining 13.86% of the City’s portfolio includes
$67,494,170.23 of convention center construction funds and convention center debt service reserve funds of
$16,999,830, which are invested in fully collateralized repurchase agreements that are fully secured by obligations
of the United States or its agencies and instrumentalities. The investments and maturity terms are consistent with
State law, and Issuer’s investment policy objectives are to preserve principal, limit risk, maintain diversification and
liquidity, and to maximize interest earnings.

The market value of such investments (as determined by the City by reference to published quotations,
dealer bids, and comparable information) was approximately 99.70% of their book value. No funds of the City are
invested in derivative securities; i.e., securities whose rate of return is determined by reference to some other
instrument, index, or commodity.

GENERAL LITIGATION AND CLAIMS

The City is a defendant in various lawsuits and is aware of pending claims arising in the ordinary course of its
municipal and enterprise activities, certain of which seek substantial damages. That litigation includes lawsuits claiming
damages that allege that the City caused personal injuries and wrongful deaths; class actions and promotional practices;
various claims from contractors for additional amounts under construction contracts; and property tax assessments and
various other liability claims. As of September 30, 1999, alleged damages in lawsuits are approximately $48 million.
The amount of damages in most of the pending lawsuits are capped under the Texas Tort Claims Act; therefore, the
potential liability is approximated at $10.9 million which is reserved in the City’s Insurance Reserve Fund. The status of
such litigation ranges from early discovery stage to various levels of appeal of judgments both for and against the City.
The amount of damages is limited in certain cases under the Texas Tort Claims Act and is subject to appeal. The City
intends to defend vigorously against the lawsuits including any and all appeals; however, no prediction can be made, as
of the date hereof, with respect to the liability of the City for such claims or the final outcome of such lawsuits.

In the opinion of the City Attorney, it is improbable that the lawsuits now outstanding against the City could
become final in a timely manner so as to have a material adverse financial impact upon the Parking System.

TAX MATTERS
Opinion

On the date of initial delivery of the Bonds, McCall, Parkhurst & Horton L.L.P., San Antonio, Texas, and
Wickliff & Hall, P.C., San Antonio, Texas, Co-Bond Counsel, will render their opinion that, in accordance with
statutes, regulations, published rulings and court decisions existing on the date thereof, (1) interest on the Bonds for
federal income tax purposes will be excludable from the “gross income” of the holders thereof and (2) the Bonds will
not be treated as “specified private activity bonds” the interest on which would be included as an alternative minimum
tax preference item under section 57(a)(5) of the Internal Revenue Code of 1986 (the “Code”). Except as stated above,
Co-Bond Counsel will express no opinion as to any other federal, state or local tax consequences of the purchase,
ownership or disposition of the Bonds. (See APPENDIX C — “Form of Opinion of Co-Bond Counsel” herein.)

In rendering their opinion, Co-Bond Counsel will rely upon (a) the Issuer’s federal tax certificate, and (b)
covenants of the Issuer with respect to arbitrage, the application of the proceeds to be received from the issuance and
sale of the Bonds and certain other matters. Failure of the Issuer to comply with these representations or covenants
could cause the interest on the Bonds to become includable in gross income retroactively to the date of issuance of the
Bonds.
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The law upon which Co-Bond Counsel have based their opinion is subject to change by the United States
Congress and to subsequent judicial and administrative interpretation by the courts and the Department of the Treasury.
There can be no assurance that such law or the interpretation thereof will not be changed in a manner which would
adversely affect the tax treatment of the purchase, ownership or disposition of the Bonds.

Federal Income Tax Accounting Treatment of Original Issue Discount

The initial public offering price to be paid for one or more maturities of the Bonds (the “Original Issue
Discount Bonds”) may be less than the principal amount thereof or one or more periods for the payment of interest
on the Bonds may not be equal to the accrual period or be in excess of one year. In such event, the difference
between (i) the “stated redemption price at maturity” of each Original Issue Discount Bond and (ii) the initial
offering price to the public of the Original Issue Discount Bond would constitute original issue discount. The
“stated redemption price at maturity” means the sum of all payments to be made on the Bonds less the amount of all
periodic interest payments. Periodic interest payments are payments which are made during equal accrual periods
(or during any unequal period if it is the initial or final period) and which are made during accrual periods which do
not exceed one year.

Under existing law, any owner who has purchased such Original Issue Discount Bonds in the initial public
offering is entitled to exclude from gross income (as defined in section 61 of the Code) an amount of income with
respect to such Original Issue Discount Bonds equal to that portion of the amount of such original issue discount
allocable to the accrual period. For a discussion of certain collateral federal tax consequences, see discussion set
forth below. Under existing law, the original issue discount on each Original Issue Discount Bond is accrued daily to
the stated maturity thereof (in amounts calculated as described below for each six-month period ending on the date
before the semiannual anniversary dates of the Bonds and ratably within each six-month period) and the accrued
amount is added to an initial owner’s basis for such Original Issue Discount Bond for purposes of determining the
amount of gain or loss recognized by such owner upon the redemption, sale or other disposition thereof. The amount to
be added to the basis for each accrual period is equal to (a) the sum of the issue price and the amount of original issue
discount accrued in prior periods multiplied by the yield to stated maturity (determined on the basis of compounding at
the close of each accrual period and properly adjusted for the length of the accrual period) less (b) the amounts payable
as current interest during such accrual period on such Original Issue Discount Bond.

The federal income tax consequences of the purchase, ownership, sale or other disposition of Original Issue
Discount Bonds which are not purchased in the initial offering at the initial offering price may be determined according
to rules which differ from those described above. All owners of Original Issue Discount Bonds should consult their
own tax advisors with respect to the determination for federal, state and local income tax purposes of interest accrued
upon sale or other disposition of such Original Issue Discount Bonds and with respect to the federal, state, local and
foreign tax consequences of the purchase, ownership, sale or other disposition of such Original Issue Discount Bonds.

Collateral Federal Income Tax Consequences

The following discussion is a summary of certain collateral federal income tax consequences resulting from
the purchase, ownership or disposition of the Bonds. This discussion is based on existing statutes, regulations,
published rulings and court decisions, all of which are subject to change or modification, retroactively.

The following discussion is applicable to investors, other than those who are subject to special provisions of
the Code, such as financial institutions, property and casualty insurance companies, life insurance companies,
individual recipients of Social Security or Railroad Retirement benefits, certain S corporations with Subchapter C
earnings and profits, owners of an interest in a FASIT and taxpayers who may be deemed to have incurred or continued
indebtedness to purchase obligations.

INVESTORS, INCLUDING THOSE WHO ARE SUBJECT TO SPECIAL PROVISIONS OF THE
CODE, SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO THE TAX TREATMENT WHICH MAY
BE ANTICIPATED TO RESULT FROM THE PURCHASE, OWNERSHIP AND DISPOSITION OF BONDS
BEFORE DETERMINING WHETHER TO PURCHASE THE BONDS.
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Interest on the Bonds will be includable as an adjustment for “adjusted current earnings” to calculate the
alternative minimum tax imposed on corporations by Section 55 of the Code. Section 55 of the Code imposes a tax
equal to 20% for corporations, or 26% for non-corporate taxpayers (28% for taxable income exceeding $175,000), of
the taxpayer’s “alternative minimum taxable income,” if the amount of such alternative minimum tax is greater than the
taxpayer’s regular income tax for the taxable year.

Interest on the Bonds may be subject to the “branch profits tax” imposed by Section 884 of the Code on the
effectively-connected earnings and profits of a foreign corporation doing business in the United States.

Under Section 6012 of the Code, holders of tax-exempt obligations, such as the Bonds, may be required to
disclose interest received or accrued during each taxable year on their returns of federal income taxation.

Section 1276 of the Code provides for ordinary income tax treatment of gain recognized upon the disposition
of an obligation, such as the Bonds, if such obligation was acquired at a “market discount” and if the fixed maturity of
such obligation is equal to, or exceeds, one year from the date of issue. Such treatment applies to “market discount
bonds” to the extent such gain does not exceed the accrued market discount of such Bonds; although for this purpose, a
de minimis amount of market discount is ignored. A “market discount bond” is one which is acquired by the holder at
a purchase price which is less than the stated redemption price at maturity or, in the case of a bond issued at an original
issue discount, the “revised issue price” (i.e. the issue price plus accrued original issue discount). The “accrued market
discount” is the amount which bears the same ratio to the market discount as the number of days during which the
holder holds the obligation bears to the number of days between the acquisition date and the final maturity date.

State, Local, and Foreign Taxes

Investors should consult their own tax advisors concerning the tax implications of the purchase, ownership, or
disposition of the Bonds under applicable state or local laws. Foreign investors should also consult their own tax
advisors regarding the tax consequences unique to investors who are not United States citizens.

REGISTRATION AND QUALIFICATION OF BONDS FOR SALE

The sale of the Bonds has not been registered under the federal Securities Act of 1933, as amended, in reliance
upon the exemption provided thereunder by Section 3(a)(2); and the Bonds have not been qualified under the Securities
Act of Texas in reliance upon various exemptions contained therein; nor have the Bonds been qualified under the
securities acts of any other jurisdiction. The Issuer assumes no responsibility for qualification of the Bonds under the
securities laws of any jurisdiction in which the Bonds may be sold, assigned, pledged, hypothecated, or otherwise
transferred. This disclaimer of responsibility for qualification for sale or other disposition of the Bonds must not be
construed as an interpretation of any kind with regard to the availability of any exemption from securities registration
provisions.

LEGAL INVESTMENTS AND ELIGIBILITY TO SECURE PUBLIC FUNDS IN TEXAS

Section 1201.041 of the Public Security Procedures Act (Chapter 1201, Texas Government Code) provides
that the Bonds are negotiable instruments governed by Chapter 8, Texas Business and Commerce Code, and are
legal and authorized investments for insurance companies, fiduciaries, and trustees, and for the sinking funds of
municipalities or other political subdivisions or public agencies of the State of Texas. With respect to investment in
the Bonds by municipalities or other political subdivisions or public agencies of the State of Texas, the Public Funds
Investment Act, Chapter 2256, Texas Government Code, requires that the Bonds be assigned a rating of “A” or its
equivalent as to investment quality by a national rating agency. See “RATINGS” herein. In addition, various
provisions of the Texas Finance Code provide that, subject to a prudent investor standard, the Bonds are legal
investments for state banks, savings banks, trust companies with at least $1 million of capital, and savings and loan
associations. The Bonds are eligible to secure deposits of any public funds of the State, its agencies, and its political
subdivisions, and are legal security for those deposits to the extent of their market value.

The City has made no investigation of other laws, rules, regulations, or investment criteria which might apply to

such institutions or entities or which might limit the suitability of the Bonds for any of the foregoing purposes or limit the
authority of such institutions or entities to purchase or invest in the Bonds for such purposes. The City has made no
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review of laws in other states to determine whether the Bonds are legal investments for various institutions in those
states.

LEGAL MATTERS

The Issuer will furnish the Underwriters with a complete transcript of proceedings incident to the
authorization and issuance of the Bonds, including the unqualified approving legal opinion of the Attorney General of
the State of Texas to the effect that the Bonds are valid and legally binding obligations of the Issuer, and based upon
examination of such transcript of proceedings, the legal opinion of Co-Bond Counsel to the effect that the Bonds are
valid and legally binding obligations of the Issuer and, subject to the qualifications set forth herein under “TAX
MATTERS,” the interest on the Bonds is excludable from the gross income of the owners thereof for federal income
tax purposes under existing statutes, published rulings, regulations, and court decisions. The customary closing papers,
including a certificate to the effect that no litigation of any nature has been filed or is then pending to restrain the
issuance and delivery of the Bonds, or which would affect the provision made for their payment or security, or in any
manner questioning the validity of the Bonds will also be furnished. In their capacity as Co-Bond Counsel, McCall,
Parkhurst & Horton L.L.P. and Wickliff & Hall, P.C., have reviewed the information appearing in this Official
Statement under the captions “PURPOSES AND PLAN OF FINANCING,” “THE BONDS,” “TAX MATTERS,”
“REGISTRATION AND QUALIFICATION OF BONDS FOR SALE,” “LEGAL INVESTMENTS AND
ELIGIBILITY TO SECURE PUBLIC FUNDS IN TEXAS,” and “LEGAL MATTERS” to determine whether such
information fairly summarizes the material and documents referred to therein and is correct as to matters of law. Co-
Bond Counsel have not, however, independently verified any of the factual information contained in this Official
Statement nor has it conducted an investigation of the affairs of the Issuer for the purpose of passing upon the accuracy
or completeness of this Official Statement. No person is entitled to rely upon Co-Bond Counsel’s limited participation
as an assumption of responsibility for, or an expression of opinions of any kind with regard to the accuracy or
completeness of any of the information contained herein. The legal fees to be paid Co-Bond Counsel for services
rendered in connection with the issuance of the Bonds are contingent on issuance and delivery of the Bonds. The
respective legal opinions of Co-Bond Counsel will be printed on the definitive Bonds and the form of such opinions are
attached hereto as Appendix B. Certain legal matters will be passed upon for the Underwriters by their counsel, Akin,
Gump, Strauss, Hauer & Feld, L.L.P., San Antonio, Texas.

Neither the Attorney General, Co-Bond Counsel, the City Attorney, nor Underwriters’ Counsel has been
engaged to investigate or verify, and accordingly neither will express any opinion concerning, the financial condition or
capabilities of the City or the sufficiency of the security for, or the value or marketability of, the Bonds.

The various legal opinions to be delivered concurrently with the delivery of the Bonds express the
professional judgment of the attorneys rendering the opinions as to the legal issues explicitly addressed therein. In
rendering a legal opinion, the attorney does not become an insurer or guarantor of that expression of professional
judgment, of the transaction opined upon, or of the future performance of the parties to the transaction. Nor does the
rendering of an opinion guarantee the outcome of any legal dispute that may arise out of the transaction.

BOND INSURANCE

Payment Pursuant to Municipal Bond Insurance Policy. ~Ambac Assurance Corporation (“Ambac
Assurance”) has made a commitment to issue a municipal bond insurance policy (the “Municipal Bond Insurance
Policy”) relating to the Bonds effective as of the date of issuance of the Bonds. Under the terms of the Municipal
Bond Insurance Policy, Ambac Assurance will pay to the United States Trust Company of New York in New York,
New York or any successor thereto (the “Insurance Trustee™) that portion of the principal of and interest on the
Bonds which shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Issuer (as such
terms are defined in the Municipal Bond Insurance Policy). Ambac Assurance will make such payments to the
Insurance Trustee on the later of the date on which such principal and interest becomes Due for Payment or within
one business day following the date on which Ambac Assurance shall have received notice of Nonpayment from the
Paying Agent. The insurance will extend for the term of the Bonds and, once issued, cannot be canceled by Ambac
Assurance.

The Municipal Bond Insurance Policy will insure payment only on stated maturity dates and on mandatory
sinking fund installment dates, in the case of principal, and on stated dates for payment, in case of interest. If the
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Bonds become subject to mandatory redemption and insufficient funds are available for redemption of all
outstanding Bonds, Ambac Assurance will remain obligated to pay principal of and interest on outstanding Bonds on
the originally scheduled interest and principal payment dates including mandatory sinking fund redemption dates.
In the event of any acceleration of the principal of the Bonds, the insured payments will be made at such times and
in such amounts as would have been made had there not been an acceleration.

In the event the Paying has notice that any payment of principal of or interest on a Bond which has become
Due for Payment and which is made to a Bondholder by or on behalf of the Issuer has been deemed a preferential
transfer and theretofore recovered from its registered owner pursuant to the United States Bankruptcy Code in
accordance with a final, nonappealable order of a court of competent jurisdiction, such registered owner will be
entitled to payment from Ambac Assurance to the extent of such recovery if sufficient funds are not otherwise
available.

The Municipal Bond Insurance Policy does not insure any risk other than Nonpayment, as defined in the
Policy. Specifically, the Municipal Bond Insurance Policy does net cover:

1. payment on acceleration, as a result of a call for redemption (other than mandatory sinking fund
redemption) or as a result of any other advancement of maturity;

2.  payment of any redemption, prepayment, or acceleration premium,; or

3. nonpayment of principal or interest caused by the insolvency or negligence of any Trustee or Paying
Agent, if any.

If it becomes necessary to call upon the Municipal Bond Insurance Policy, payment of principal requires
surrender of Bonds to the Insurance Trustee together with an appropriate instrument of assignment so as to permit
ownership of such Bonds to be registered in the name of Ambac Assurance to the extent of the payment under the
Municipal Bond Insurance Policy. Payment of interest pursuant to the Municipal Bond Insurance Policy requires
proof of Bondholder entitlement to interest payments and an appropriate assignment of the Bondholder’s right to
payment to Ambac Assurance.

Upon payment of the insurance benefits, Ambac Assurance will become the owner of the Bond, or right to
payment of principal or interest on such Bond, and will be fully subrogated to the surrendering Bondholder’s rights
to payment.

Ambac Assurance Corporation. Ambac Assurance Corporation (“Ambac Assurance”) is a Wisconsin-
domiciled stock insurance corporation regulated by the Office of the Commissioner of Insurance of the State of
Wisconsin and licensed to do business in 50 states, the District of Columbia, the Territory of Guam, and the
Commonwealth of Puerto Rico, with admitted assets of approximately $4,013,000,000 (unaudited) and statutory
capital of approximately $2,402,000,000 (unaudited) as of December 31, 1999. Statutory capital consists of Ambac
Assurance’s policyholders’ surplus and statutory contingency reserve. Standard & Poor’s Public Finance Ratings,
Moody’s Investors Service, and Fitch IBCA, Inc. have each assigned a triple-A financial strength rating to Ambac
Assurance.

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the insuring of
an obligation by Ambac Assurance will not affect the treatment for federal income tax purposes of interest on such
obligation and that insurance proceeds representing maturing interest paid by Ambac Assurance under policy
provisions substantially identical to those contained in its municipal bond insurance policy shall be treated for
federal income tax purposes in the same manner as if such payments were made by the issuer of the Bonds.

Ambac Assurance makes no representation regarding the Bonds or the advisability of investing in the
Bonds and makes no representation regarding, nor has it participated in the preparation of, the Offering
Memorandum other than the information supplied by Ambac Assurance and presented under the heading “BOND
INSURANCE.”
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Available Information. The parent company of Ambac Assurance, Ambac Financial Group, Inc. (the
“Company”), is subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), and in accordance therewith files reports, proxy statements, and other information with the
Securities Exchange Commission (the “Commission”). Such reports, proxy statements, and other information may
be inspected and copied at the public reference facilities maintained by the Commission at 450 Fifth Street, NW.,
Washington, D.C. 20549 and at the Commission’s regional offices at 7 World Trade Center, New York, New York
10048 and Northwestern Atrium Center, 500 West Madison, Suite 1400, Chicago, Illinois 60661. Copies of such
material can be obtained from the public reference section of the Commission at 450 Fifth Street, NN'W.,
Washington, D.C. 20549 at prescribed rates. In addition, the aforementioned material may also be inspected at the
offices of the New York Stock Exchange, Inc. (the “NYSE”) at 20 Broad Street, New York, New York 10005. The
Company’s Common Stock is listed on the NYSE

Copies of Ambac Assurance’s financial statements prepared in accordance with statutory accounting
standards are available from Ambac Assurance. The address of Ambac Assurance’s administrative offices and its
telephone number are One State Street Plaza, 17th Floor, New York, New York 10004 and (212) 668-0340.

Incorporation of Certain Documents by Reference. The following documents filed by the Company
with the Commission (File No. 1-10777) are incorporated by reference in this Official Statement:

1. The Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 1998 and filed
on March 30, 1999,

2. The Company’s Current Report on Form 8-K dated March 24, 1999 and filed on March 24, 1999;
3. The Company’s 1999 Proxy Statement dated March 30, 1999 and filed on March 30, 1999;

4. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended March 31, 1999
and filed on May 12, 1999;

5. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended June 30, 1999
and filed on August 13, 1999;

6. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended September 30,
1999 and filed on November 12, 1999;

7. The Company’s Current Report on Form 8-K dated January 26, 2000 and filed on January 27, 2000;
8. The Company’s Current Report on Form 8-K dated March 13, 2000 and filed on March 13, 2000; and
9. The Company’s Current Report on Form 8-K dated March 21, 2000 and filed on March 22, 2000.

All documents subsequently filed by the Company pursuant to the requirements of the Exchange Act after
the date of this Offering Memorandum will be available for inspection in the same manner as described above in
“Available Information.”

Y2K Update. To date, the Company has had no disruptions with its internal computer systems as a result
of what is commonly known as the Y2K problem. Although the Company had been running tests on its critical
systems throughout 1999, a final live test occurred on January 1, 2000. The results of this test indicated that the
Company’s internal computer systems, and the normal business activities and operations that depend on them have
not been adversely impacted by Y2K sensitive dates.

Although Ambac Assurance does not expect issuers of Ambac Assurance-insured obligations to experience

significant disruptions due to Y2K, in reality it will take considerable time before Ambac Assurance can fully assess
how all of them have fared.
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RATINGS

Fitch IBCA, Inc. (“Fitch”), Moody’s Investor’s Service (“Moody’s”), and Standard & Poor’s Public Finance
Ratings (“S&P”) have assigned public ratings on the Bonds of “AAA,” “Aaa,” and “AAA” respectively, based upon the
Municipal Bond Insurance Policy described above under “BOND INSURANCE.” An explanation of the significance of
such ratings may be obtained from Fitch, Moody’s, or S&P. The ratings of the Bonds by Fitch, Moody’s, and S&P
reflects only the views of said companies at the time the ratings are given, and the City makes no representation as to the
appropriateness of the ratings. There is no assurance that the ratings will continue for any given period of time, or that
the ratings will not be revised downward or withdrawn entirely by Fitch, Moody’s, and S&P, if, in the judgement of said
companies, circumstances so warrant. Any such downward revision or withdrawal of the ratings may have an adverse
effect on the market price of the Bonds.

CONTINUING DISCLOSURE OF INFORMATION

In the Bond Ordinance, the Issuer has made the following agreement for the benefit of the holders and
Beneficial Owners of the Bonds. The Issuer is required to observe the agreement for so long as it remains obligated to
advance funds to pay the Bonds. Under the agreement, the Issuer will be obligated to provide certain updated financial
information and operating data annually, and timely notice of specified material events, to certain information vendors.
This information will be available to securities brokers and others who subscribe to receive the information from the
vendors.

Annual Reports

Under Texas law, including, but not limited to, Chapter 103, as amended, Texas Local Government Code, the
Issuer must keep its fiscal records in accordance with generally accepted accounting principles, must have its financial
accounts and records audited by a certified public accountant and must file each audit report with the City Clerk. The
Issuer’s fiscal records and audit reports are available for public inspection during the regular business hours of the City
Clerk. Additionally, upon the filing of these financial statements and the annual audit, these documents are subject to
the Texas Open Records Act, as amended, Texas Government Code, Chapter 552. Thereafter, any person may obtain
copies of these documents upon submission of a written request to the City Clerk, City of San Antonio, Texas, 100
Military Plaza, San Antonio, Texas, 78205, and upon paying the reasonable copying, handling, and delivery charges for
providing this information.

The Issuer will provide certain updated financial information and operating data to certain information
vendors annually. The information to be updated includes all quantitative financial information and operating data with
respect to the Issuer of the general type included in this Official Statement indicated as Tables 1-6 and in Appendix C.
The Issuer will update and provide this information within six months after the end of each fiscal year. The Issuer will
provide the updated information to each nationally recognized municipal securities information repository
(“NRMSIR”) and to any State Information Depository (“SID”) that is designated by the State of Texas and approved
by the staff of the United States Securities and Exchange Commission.

The Issuer may provide updated information in full text or may incorporate by reference certain other publicly
available documents, as permitted by SEC Rule 15¢2-12 (the “Rule”). The updated information will include audited
financial statements, if the Issuer commissions an audit and it is completed by the required time. If audited financial
statements are not available by the required time, the Issuer will provide unaudited information within the required time
and audited financial statements when and if the audit report becomes available. Any such financial statements will be
prepared in accordance with the accounting principles described in Appendix C or such other accounting principles as
the Issuer may be required to employ from time to time pursuant to State law or regulation.

The Issuer’s fiscal year ends September 30. Accordingly, it must provide updated information by March 31 in

each year, unless the Issuer changes its fiscal year. If the Issuer changes its fiscal year, it will notify each NRMSIR and
any SID of the change.
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Material Event Notices

The Issuer will also provide timely notices of certain events to certain information vendors. The Issuer will
provide notice of any of the following events with respect to the Bonds, if such event is material to a decision to
purchase or sell Bonds: (1) principal and interest payment delinquencies; (2) non-payment related defaults; (3)
unscheduled draws on debt service reserves reflecting financial difficulties; (4) unscheduled draws on credit
enhancements reflecting financial difficulties; (5) substitution of credit or liquidity providers, or their failure to
perform; (6) adverse tax opinions or events affecting the status of the Bonds; (7) modifications to rights of holders of
the Bonds; (8) Bond calls; (9) defeasances; (10) release, substitution, or sale of property securing repayment of the
Bonds; and (11) rating changes. In addition, the Issuer will provide timely notice of any failure by the Issuer to provide
information, data, or financial statements in accordance with its agreement described above under “Annual Reports.”
The Issuer will provide each notice described in this paragraph to any SID and to either each NRMSIR or the
Municipal Securities Rulemaking Board (“MSRB”).

Availability of Information from NRMSIRs and SID

The Issuer has agreed to provide the foregoing information only to NRMSIRs and any SID. The information
will be available to holders of the Bonds only if the holders comply with the procedures and pay the charges established
by such information vendors or obtain the information through securities brokers who do so.

The Municipal Advisory Council of Texas has been designated by the State as a SID. The address of the
Municipal Advisory Council is 600 West 8th Street, Austin, Texas, 78701, or Post Office Box 2177, Austin, Texas,
78768-2177 and its telephone number is (512) 476-6947.

Limitations and Amendments

The Issuer has agreed to update information and to provide notices of material events only as described above.
The Tssuer has not agreed to provide other information that may be relevant or material to a complete presentation of its
financial results of operations, condition, or prospects or agreed to update any information that is provided, except as
described above. The Issuer makes no representation or warranty concerning such information or conceming its
usefulness to a decision to invest in or sell Bonds at any future date. The Issuer disclaims any contractual or tort liability
for damages resulting in whole or in part from any breach of its continuing disclosure agreement or from any statement
made pursuant to its agreement, although holders of the Bonds may seek a writ of mandamus to compel the Issuer to
comply with its agreement.

This continuing disclosure agreement may be amended by the City from time to time to adapt to changed
circumstances that arise from a change in legal requirements, a change in law, or a change in the identity, nature, status,
or type of operations of the Issuer, but only if (1) the provisions, as so amended, would have permitted an underwriter to
purchase or sell the Bonds in the primary offering described herein in compliance with the Rule, taking into account any
amendments or interpretations of the Rule since such offering, as well as such changed circumstances, and (2) either (a)
the registered owners of a majority in aggregate principal amount (or any greater amount required by any other provision
of the Bond Ordinance that authorize such an amendment) of the outstanding Bonds consent to such amendment or (b) a
person that is unaffiliated with the Issuer (such as nationally recognized bond counsel) determined that such amendment
will not materially impair the interest of the registered owners and Beneficial Owners of the Bonds. The Issuer may also
repeal or amend the provisions of this continuing disclosure agreement if the SEC amends or repeals the applicable
provision of the Rule or a court of final jurisdiction enters judgment that such provisions of the Rule are invalid, but only
if and to the extent that the provisions of this sentence would not prevent an underwriter from lawfully purchasing or
selling Bonds in the primary offering of the Bonds.

Compliance With Prior Undertakings

The Issuer has complied in all material respects with all of its previous continuing disclosure agreements in
accordance with the Rule.
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FORWARD-LOOKING STATEMENTS DISCLAIMER

The statements contained in this Official Statement, including, but not limited to the information under the
headings “THE BONDS — Security for the Bonds;” “THE PARKING SYSTEM - Proposed Parking Garages, —
Renovation and Enhancement Program, —Construction Program, —Existing and Proposed City-Owned Garages and
Surface Lots, —Parking Demand, —Historical and Projected Parking System Operating Cashflow, and Projected
Operations Assumptions;” and “RISK FACTORS,” and in any other information provided by the City, that are not
purely historical are forward-looking statements, including statements regarding the City’s expectations, hopes,
intentions, or strategies regarding the future. Readers should not place undue reliance on forward-looking
statements. All forward-looking statements included in this Official Statement are based on information available to
the City on the date hereof, and the City assumes no obligation to update any such forward-looking statements. The
City’s actual results could differ materially from those discussed in such forward-looking statements.

The forward-looking statements included herein are necessarily based on various assumptions and
estimates and are inherent subject to various risks and uncertainties, including risks and uncertainties relating to the
possible invalidity of the underlying assumptions and estimates and possible changes or developments in social,
economic, business, industry, market, legal, regulatory circumstances and conditions and actions taken or omitted to
be taken by third parties, including customers, suppliers, business partners and competitors, and legislative, judicial,
and other governmental authorities and officials. Assumptions related to the foregoing involve judgments with
respect to, among other things, future economic, competitive, and market conditions of future business decisions, all
of which are difficult or impossible to predict accurately and many of which are beyond the control of the City. Any
of such assumptions could be inaccurate and, therefore, there can be no assurance that the forward-looking
statements included in this Official Statement will prove to be accurate.

FINANCIAL ADVISOR

Coastal Securities (the “Financial Advisor”) is employed by the Issuer in connection with the issuance of the
Bonds and, in such capacity, has assisted the City in the preparation of certain documents related thereto. The Financial
Advisor’s fee for service rendered with respect to the sale of the Bonds is contingent upon the issuance and delivery of
the Bonds.

The Financial Advisor has not independently verified any of the information set forth herein. The information
contained in this Official Statement has been obtained primarily from the City’s records and from other sources which
are believed to be reliable, including financial records of the City and other entities which may be subject to
interpretation. No guarantee is made by the Financial Advisor as to the accuracy or completeness of any such
information. No person, therefore, is entitled to rely upon the participation of the Financial Advisor as an implicit or
explicit expression of opinions as to the completeness and accuracy of the information contained in this Official
Statement.

UNDERWRITING

The Underwriters have agreed, subject to certain conditions, to purchase the Bonds from the City at a
purchase price of $24,507,787 plus accrued interest. The Underwriters’ obligations are subject to certain conditions
precedent, and they will be obligated to purchase all of the Bonds if any Bonds are purchased. The Bonds may be
offered and sold to certain dealers and others at prices lower than such public offering prices, and such public prices
may be changed from time to time by the Underwriters.

CERTIFICATION OF THE OFFICIAL STATEMENT

At the time of payment for and delivery of the Bonds, the Underwriters will be furnished a certificate,
executed by proper officers of the City, acting in their official capacity, to the effect that to the best of their
knowledge and belief: (a) the descriptions and statements of or pertaining to the City contained in its Official
Statement, and any addenda, supplement or amendment thereto, for the Bonds, on the date of such Official
Statement, on the date of sale of said Bonds and on the date of the delivery, were and are true and correct in all
material respects; (b) insofar as the City and its affairs, including its financial affairs, are concerned, such Official
Statement did not and does not contain an untrue statement of a material fact or omit to state a material fact required
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to be stated therein or necessary to make the statements therein, in the light of the circumstances under which they
were made, not misleading; (c) insofar as the descriptions and statements including financial data, of or pertaining to
entities, other than the City, and their activities contained in such Official Statement are concerned, such statements
and data have been obtained from sources which the City believes to be reliable and the City has no reason to
believe that they are untrue in any material respect; and (d) there has been no material adverse change in the
financial condition of the City since the date of the last financial statements of the City appearing in the Official
Statement.

AUTHORIZATION OF THE OFFICIAL STATEMENT

This Official Statement has been approved as to form and content and the use thereof in the offering of the
Bonds was authorized, ratified, and approved by the City Council on the date of sale, and the Underwriters will be
furnished, upon request, at the time of payment for and the delivery of the Bonds, a certified copy of such approval,
duly executed by the proper officials of the Issuer.

This Official Statement has been approved by the Council for distribution in accordance with the provisions of
the Rule.

/s/ Howard W. Peak
Mayor, City of San Antonio, Texas

ATTEST:

/s/ Norma S. Rodriguez
City Clerk, City of San Antonio, Texas
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APPENDIX A
CITY OF SAN ANTONIO - GENERAL INFORMATION

This Appendix contains a brief discussion of certain economic and demographic characteristics of the City and of
the metropolitan area in which the City is located. Although the information in this Appendix has been provided by
sources believed to be reliable, no investigation has been made to verify the accuracy or completeness of such
information.

GENERAL DEMOGRAPHIC AND ECONOMIC INFORMATION
Population And Location

The 1990 U.S. Census cites the population of the City to be 935,933. The City of San Antonio Planning
Department has estimated a population of 1,192,300 at December 31, 1999. The United States Census Bureau ranks
the City as the second largest in the State of Texas and the eighth largest in the United States.

The City is the county seat of Bexar County which has a population of 1,185,394 according to the 1990 U.S. Census
and the City of San Antonio Planning Department estimated the Bexar County population at 1,432,700 at December
31, 1999. The City is located in south central Texas approximately 75 miles south of the state capital in Austin, 140
miles northwest from the Gulf of Mexico, and approximately 150 miles from the Mexican border cities of Del Rio,
Eagle Pass and Laredo.

Source: United States Bureau of the Census Population Division and the City of San Antonio Department of Planning
Area And Topography

The area of the City has increased through numerous annexations, and now contains approximately 417.103 square
miles. The topography of San Antonio is generally hilly with heavy black to thin limestone soils. There are
numerous spring fed streams with underground water. The average elevation is 788 feet above mean sea level.

Annexation Plan

Established in 1837, the City originally encompassed 36 square miles. The boundaries remained virtually
unchanged until 1944 when an additional 20 square miles were annexed. The 1944 annexation was the first
significant change to the corporate limits of the City in 106 years. Annexations over the years have increased the
City’s area to include 417.1 square miles as of October 1, 1999, with a total market valuation of $37.228 billion for
Fiscal Year 2000.

In May 1999, the Texas Legislature passed a new annexation statute which changes the way Texas municipalities
annex land. The City is developing new annexation policies consistent with the new statute requirements. Although
additional limitations have been imposed on Texas cities through the new statute, San Antonio expects to continue
to utilize annexation as a growth and development management tool, as well as an opportunity to enhance the City’s
fiscal position.

By virtue of the Municipal Annexation Act and the City’s Home Rule status, the City has certain powers and
responsibilities within its extra-territorial jurisdiction (“ETJ”) (the area located outside, but within five miles of San
Antonio’s corporate limits and outside the boundaries or ETJs of other cities). Powers which the City may exercise
over its ETJ include (i) the authority to establish and enforce subdivision regulations, (ii) the sole right of
annexation without the consent of residents, and (iii) the power to designate any part of the area as an industrial
district for the purpose of granting immunity from annexation for a period not to exceed seven years.

Form of Government and Administration
A Home Rule Charter (the “Charter”) with a council-manager form of government was adopted in 1951. Since that

time, the Charter has been amended three times. In 1991 a petition procedure resulted in the placement on the ballot
of an amendment that would limit service by the Mayor and Council members to two full terms. Terms of office are
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currently two years. In 1990, the City Council appointed a Citizen’s Charter Review Committee with a charge to
conduct a comprehensive review of the Charter. This Committee presented its report in 1993. In 1996, the Mayor
appointed a second Charter Revision Committee that consisted of five persons (three City Council members and two
citizens) in order to review the first Charter Revision Committee’s work and to hold public hearings to determine
public interest with regard to Charter revisions. The Committee presented its report to City Council in January 1997
and, as result, the City Council thereafter placed five propositions on the ballot to amend the Charter at the May
1997 City election. The propositions were approved by the citizens at the May 3, 1997 election.

The City Council is composed of 10 members elected by district while the Mayor is elected at large. Because of
term-limits council members and the Mayor each serve a maximum of two two-year terms. The terms of all elected
officials currently sitting in office expire in May 2001.

The City Manager is appointed and serves at the pleasure of the City Council in the position of chief administrative
officer of the City. The City has 10,822 authorized employment positions and has 9,381 employees as of September
30, 1999.

Population

The following table provides, as of April 1 for the years shown, the population of the City, Bexar County, and the
San Antonio Metropolitan Statistical Area (“MSA”), which includes Bexar, Comal, and Guadalupe Counties:

City of Bexar San Antonio

Year San Antonio County MSA

1920 161,399 202,096 238,639
1930 231,542 292,533 333,442
1940 253,854 338,176 376,093
1950 408,442 500,460 542,209
1960 587,718 687,151 736,066
1970 654,153 860,460 888,179
1980 786,023 988,971 1,088,881
1990 935,933 1,185,394 1,324,749

Source: U.S. Census of Population, 1920-1990.
Economic Factors

The City supports a favorable business environment and economic diversification which is represented by various
industries, including domestic and international trade, convention and tourism, medicine and health care,
government employment, agribusiness, manufacturing, financial business, telecommunications, telemarketing,
insurance and mineral production. Support for these economic activities is demonstrated by the City’s commitment
to its on-going infrastructure improvements and development, its pro-business attitude and dedicated work force.
Total employment in the San Antonio metropolitan statistical area for December, 1999 was 757,600, which is
13,900, or 1.87% more jobs than the total of 743,700 for December, 1998. Services, trade and government
represent the largest employment sectors in San Antonio. The City serves as a major insurance center in the
Southwest, and is the headquarters location for several insurance companies, including United Services Automobile
Association which is the nation’s seventh largest private automobile insurer and the sixth largest homeowners
insurer.

Military Installations

The military represents a principal component of the economy in Bexar County. According to the Greater San
Antonio Chamber of Commerce, as of September 30, 1999, the military employed approximately 71,252 military,
civilian and reserve part-time personnel with an aggregate payroll of $1.99 billion. Military construction
represented an estimated $117.6 million in 1999. Five major military installations are located in Bexar County,



including Kelly Air Force Base, Lackland Air Force Base, Fort Sam Houston, Brooks Air Force Base, and
Randolph Air Force Base.

Defense reductions in military including the closing of the Air Logistics Center at Kelly Air Force Base may have
an affect on the San Antonio economy. San Antonio’s other military installations have not had major cutbacks and
in some cases have even benefited from consolidations. The City, the San Antonio Economic Development
Foundation, and the Greater Kelly Development Corporation are actively working to bring new business to the
privatized portion of Kelly Air Force Base.

Source: Greater San Antonio Chamber of Commerce and Greater Kelly Development Corporation.
Medical and Research Facilities

The City’s health care sector provides major health care services through its medical, research, education, and
development facilities. The Greater San Antonio Chamber of Commerce, in its most recent Medical Impact Study,
determined that the health care industry’s impact on the city in 1998 was over $7.45 billion. The study concluded
the industry has had an average annual growth rate of 9.3%, employing 101,250 employees, or 15.4 percent of total
employees, and accounts for 16.1 percent of the wages paid in San Antonio.

The South Texas Medical Center has 12 major hospitals and nearly 80 clinics, professional buildings and health
agencies with a combined 1999 payroll, operations and research budget of $2.9 billion. The Medical Center’s
26,515 full and part-time employees see about 3 million patients annually. Planned construction at the South Texas
Medical Center will total more than $86.481 million for 1999. Projects planned for the next five years will add an
additional $231.5 million to plant and equipment values.

Central to the Medical Center is The University of Texas Health Science Center at San Antonio with its five
professional schools, its Research Imaging Center with PET scanner, and a $300 million annual budget, supporting
doctoral studies in medicine, dentistry, basic sciences and nursing with master’s programs in allied health. The
teaching, research and patient care missions of the University are carried out, in part, in the Medical Center’s
hospitals and agencies. Strong research groups in geriatrics, cancer, diabetes, heart disease, stroke prevention,
dental studies, nursing education and many other fields attract more than $100 million annually in grants, contracts
and awards for more than 1,000 patient related and basic science projects.

The Southwest Research Institute is one of the original and largest independent, nonprofit, applied research and
development organizations in the United States. Serving industry and government around the world in the
engineering and physical sciences. The Southwest Research Institute has a staff of 2,700 scientists, engineers and
support personnel with an annual contract volume of $304 million. The number of major active research and
development projects was over 1,358 for fiscal year 1998. Areas of expertise include biosciences, chemistry,
chemical engineering; fuels, lubricants and emissions research; advanced computer technology; fluid systems, and
machinery dynamics and other fields.

The Southwest Foundation for Biomedical Research is one of the largest and internationally renowned independent,
non-profit, biomedical research institutions in the United States, which conducts fundamental and applied research
in the medical sciences. Their major research programs include studying cardiovascular diseases, infectious
diseases, the role of genetics in human diseases, respiratory diseases of the newborn, fetal growth and development,
hormonal research, behavioral medicine and cancer of the skin, eye, liver and blood. The foundation has a long
history of research with nonhuman primates and maintains the world’s largest baboon breeding colony, which
includes about 3,000 animals. The Foundation had a 1998 annual budget of $30 million and its staff of 310 worked
on more than 30 separate research projects.

The Texas Research Park, founded in 1991, generates more than $200 million in economic activity for the San
Antonio each year. The park is owned and operated by the Texas Research and Technology Foundation and has
been instrumental in creating four major research institutions, 12 new biotechnology companies, two manufacturing
plants and hundreds of high-paying jobs. Some of the facilities located in the park include the University of Texas
Institute of Biotechnology and its Department of Molecular Medicine and the Cancer Therapy and Research



Center’s Institute for Drug Development with annual budgets of $11.5 million and $13 million and employing 105
and 140 persons respectively.

Additionally, the presence of three major military hospitals, including the Air Force’s largest hospital, Wilford Hall,
has also positively impacted the City for decades. The military health system employs 7,583 in San Antonio with a
total gross payroll of $429.4 million. In the past ten years, the newly formed joint medical command has formalized
its relationship with the other providers to improve working relationships among hospitals. Brooke Army Medical
Center, which recently located to a new, state-of-the-art facility, is home to the world-renowned burn center.

Convention Activity

The City is proactive in attracting convention business through its management practices and marketing efforts.
The following table shows convention activity since 1988.

Calendar Number of Estimated
Year Conventions Attendance Room Nights'" Dollar Value
1988 897 387,928 685,320 $ 278,000,000
1989 1,089 443,910 728,641 320,000,000
1990 1,128 521,304 797,055 375,000,000
1991 1,142 536,701 764,825 386,300,000
1992 1,219 513,205 786,591 369,400,000
1993 1,597 576,720 976,732 472,200,000¢
1994 1,647 488,979 947,753 400,400,000
1995 1,536 512,045 982,045 419,300,000
1996 1,391 575,668 959,543 471,400,000
1997 1,502 571,950 944,807 468,300,000
1998 1,497 607,890 1,038,472 497,752,490
1999® 1,511 552,234 038,992 452,180,243

m
@

3)

@
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Reported by the Convention and Visitors Bureau and the Hotel Community.

1988-1992 — The estimated dollar value is calculated in accordance with a Laventhol and Horwath study for the
International Association of Convention and Visitors Bureau which reflected an average expenditure of $719.77 generated
per convention and trade show delegate.

Calendar year 1993 was an exception to the growth trend due to three major conventions requiring approximately 115,500
room nights. Adjusting the 1993 room nights by 115,500 would result in a yearly total of 861,732 room nights.

1993-1998 — The estimated dollar value is calculated in accordance with a 1993 Deloitte and Touche study for the
International Association of Convention and Visitors Bureau which reflected the average expenditure of $818.82 generated
per convention and trade show delegate.

The decline in Convention Center Activity is a result of decreased bookings during construction of the Convention Center
expansion. Construction for the new facility has been completed. Construction activity on the previous existing Convention
Center facilities has commenced. The Convention Center facilities will begin the transition back into the existing building
in early 2001. Currently, booking pace activity shows a substantial increase in Convention Center bookings for fiscal year
2001.

Source: City of San Antonio Convention and Visitors Bureau.
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Construction Activity

Set forth below is a table showing building permits issued for construction within the City at December 31, for the
years indicated:

Residential Residential
Calendar Single Family Multi-Family!) Other?®
Year Permits Valuation Permits Valuation Permits Valuation
1988 985 $46,256,306 9 $1,028,740 13,188 $391,715,611
1989 939 46,793,254 6 1,066,304 11,821 285,041,990
1990 1,061 56,435,954 7 806,826 12,047 314,136,324
1991 1,227 67,352,963 8 690,700 11,920 395,904,712
1992 2,157 132,642,497 20 10,183,789 12,255 419,839,275
1993 2,858 194,055,482 91 34,177,025 12,151 388,857,924
1994 3,987 262,104,759 166 68,097,513 13,302 421,324,638
1995 3,925 237,796,446 353 63,396,919 11,588 420,001,031
1996 4,306 261,540,367 171 64,282,630 9,055 578,225,607
1997 4,240 257,052,585 155 42,859,473 8,170 717,988,779
1998 5,630 363,747,169 85 23,194,475 8,193 892,766,648
1999 5,771 398,432,375 404 157,702,704 9,870 911,543,958

M Includes two-family duplex projects.
@ Includes commercial building permits, commercial additions, improvements and extensions, and certain residential
improvements.

Source: City of San Antonio, Building Inspections Department.
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Firms Employing 500 or More in the San Antonio Metropolitan Area

(Includes Bexar, Comal, Guadalupe and Wilson Counties)

Manufacturing

Firm Product/Service Firm Product/Service
Alamo Concrete Products Concrete Products Miller Curtain Company Curtain & Drapes
B. J. Tidwell Industries, Inc. Kitchen/Bath Cabinets Mission Valley Textiles, Inc. Textile Manufacturing
Bausch & Lomb, Inc. Eyeware Motorola, Inc. Electronics
Clarke American Commercial Printing Pioneer Flour Mills Flour & Food Products
Coca Cola/Dr. Pepper Bottling Soft Drink Manufacturer Radio Cap Company, Inc. Baseball Caps
DPT Laboratories, Inc. Pharmaceuticals and Cosmetics San Antonio Express-News Newspaper

Fairchild Aircraft

Friedrich Air Conditioning Co., Inc.
L & H Packing Company

Lancer Corporation

Levi Strauss & Company

Kinetic Concepts, Inc.

Aircraft Manufacturer

Air Conditioning Equipment
Meat Processing

Drink Dispenser Machines
Clothing

Medical Products

Crushed Limestone

San Antonio Shoe Makers, Inc.

Sony Semiconductor Co.
Structural Metals, Inc.
Ultramar Diamond Shamrock
UNC Lear Services

VLSI Technology, Inc.

Shoes

Integrated Circuits

Steel Manufacturing

Petroleum Refining & Marketing
Aircraft Repair Services
Semi-Conductors

Service

Martin Marietta Materials Southwest
Firm
3D/International
Act III Santikos Theaters
Administaff, Inc.
Advanced Temporaries, Inc.
Advantage Rent-A-Car
Alamo Community College District
Alamo Heights I. S. D.
Audie L. Murphy Memorial Veterans
Hospital.
Baptist Memorial Hospital System
Brooke Army Medical Center
Burns International Security
Citicorp
Comal 1.S.D.
East Central 1. S. D.
Edgewood I. S. D.
Express Personnel Services
Fiesta Texas
Freeman Decorating Company
Girling Health Care, Inc.
Goodwill Indus. of San Antonio
Guadalupe Valley Hospital
Harlandale I. S. D.
Holt Company of Texas
Home Nursing & Therapy Svcs.

Hospital Klean of Texas, Inc.
Humana Customer Service Center

Hyatt Regency Hill Country Resort
Hyatt Regency San Antonio
Incarnate Word College

Initial Security

Initial Staffing Services

Judson Independent School District
Living Centers of America
Marriott Rivercenter Hotel
McKenna Memorial Hospital
Medical Team, Inc.

Methodist Childrens Hospital
Methodist Healthcare System

Metropolitan Hospital
Morningside Ministries, Inc.
New Braunfels 1.S.D.
Northeast 1. S. D.

Northside I. S. D.

Olsten Staffing Services

Product/Service
Design and Construction Mgmt.
Motion Picture Exhibitor
Temporary Personnel Service
Temporary Personnel Service
Automobile Rental
Community College
Public School District
Hospital

Hospital

Hospital

Guard/Security Service

Toll Free Customer Service
Public School District

Public School District

Public School District
Temporary Personnel Service
Entertainment/Amusement Park
Convention/Tradeshow Contractor
Home Health Service
Vocational Rehabilitation Services
Hospital

Public School District
Construction Equipment

Home Health Agency

Cleaning Service

Customer Service and Claim
Center

Hotel

Private College

Public School District

Security Guards/Patrol Services
Temporary Personnel Service
Public School District
Long-term Healthcare

Hotel

Health Care

Home Health Service
Children’s Hospital

Hospital

Hospital

Residential Care Facility
Public School District
Public School District
Public School District
Employment Services

Firm
Our Lady of the Lake University
Outreach Health Services
Parent/Child, Inc.
Peakload Temporary Services
Phoenix Staffing & Consultant Srvc.
Phone Power, Inc.
Pinkerton, Inc.
River City Temporary Services

San Antonio College

San Antonio Community Hospital
San Antonio L. S. D.

San Antonio State Hospital

San Antonio State School

Santa Rosa Health Care Corporation
Schertz-Cibolo-UC 1. S. D.
Schlitterbahn Water Park

Sea World of Texas, Inc.

Sears Teleservice Center

Sequin 1.S.D.

South San Antonio L. S. D.
Southside I. S. D.

Southwest General Hospital
Southwest I. S. D.

Southwest Research Institute

St. Philip’s College

St. Mary’s University

Staffing Solutions

Strasburger & Price, LLP

TANDEM/Labor World of Southern
TX

TeleService Resources

The Center for Health Care Services

The Psychological Corporation

The RK Group

Todays Temporary

Trinity University

University Health System

University of Texas at San Antonio

University of Texas Health Science
Center

University of The Incarnate Word

VIP Temporaries

Visiting Nurse Association

Westaff

West Telemarketing Corporation

YMCA of San Antonio
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Product/Service
Private University
Home Health Service
Child Development Center
Temporary Personnel Service
Temporary Personnel Service
Telemarketing Service
Guard/Security Service
Temporary Personnel Service

Community College
Hospital and Health Care Services
Public School District

Hospital

Residential Care Facility
Hospital

Public School District

Water Recreation Park

Marine Life Entertainment Park
Customer Service

Public School District

Public School District

Public School District

Hospital

Public School District
Research & Development
Community College

Private University

Staffing Services
Legal Services
Industrial Staffing

Customer Service Center
Health Care

Academic Credential Testing
Catering Service

Temporary Clerical Service
Private University

Hospital

Public University

Medical University

Private University

Temporary Personnel Service
Home Health Service
Temporary Employee Services
Telemarketing Service

Youth Development



Retail

Firm
Aaron Rents & Sells
Albertson’s Inc.
AFC Enterprises, Inc.
Bill Miller Bar-B-Que
Burger King, Inc.
Caremark Prescription Services
Curtis C. Gunn, Inc.
Den-Tex West, Inc. (Denny’s)
Dillard’s Department Stores
Frontier Enterprises
H.E.B. Grocery Company
Handy Andy, Inc.
J. C. Penney Company, Inc.
K-Mart Stores, Inc.
Little Caesars of San Antonio
Luby’s Cafeterias, Inc.

Product/Service Firm
Office and Residential Furniture McDonalds-Haljohn, Inc.
Supermarket Mi Tierra Cafe & Bakery
Fast Food Restaurant QVC San Antonio, Inc.
Fast Food Restaurant R & L Foods (Taco Bell)

Fast Food Restaurant Red Line Burgers, Inc.

Mail Order Pharmacy Sears, Roebuck & Company
Automobile Dealership Sun Harvest Farms, Inc.
Restaurant Super S Foods

Department Store Taco Cabana, Inc.
Restaurant Target Stores

Supermarket The Olive Garden
Supermarket United Fashions of Texas

Department Store
Department Store
Fast Food Restaurant
Cafeteria

Veladi Ranch Steak House, Inc.
Wal-Mart, Inc.

Wendy’s of San Antonio
Whataburger of Alice, Inc.

Product/Service
Fast Food Restaurant
Restaurant
Telecommunications
Fast Food Restaurant
Fast Food Restaurant
Department Store
Natural Food Store
Supermarket
Restaurant
Department Store
Restaurant
Women’s Clothing
Restaurant
Department Store
Fast Food Restaurant
Fast Food Restaurant

Transportation, Communications, Utilities

Fi

American Telephone & Telegraph

City Public Service

MCI WorldCom

Paragon Cable

Qwest Communications
San Antonio Water System
SBC Communications, Inc.

Product/Service
Long Distance Telecommunications

Firm

Southwest Airlines

Reservations
Southwestern Bell Telephone
U.S. Postal Service
United Parcel Service
Valero Energy Corporation
VIA Metropolitan Transit

Natural Gas & Electric Service
Long Distance Carrier

Cable Television Service
Telecommunications
Water/Sewer Service
Telecommunications Headquarters

Product/Service
Flight Reservations

Telecommunications
Mail Delivery

Parcel Delivery

Gas Transmissions
Public Transportation

Finance, Insurance, Real Estate

Firm Product/Service Firm Product/Service
American Funds Service Company Mutual Funds & Investments Norwest Bank Texas, N.A. Financial Institution
Broadway Bancshares, Inc. Financial Institution San Antonio Federal Credit Credit Union
Union
Frost National Bank Financial Institution Security Service Federal Credit ~ Credit Union
Union
Homeside Lending, Inc. Financial Institution Titan Holdings, Inc. Insurance Services
Humana Health Care Plans Medical Insurance USAA Insurance/Financial Services
NationsBank of Texas, N.A Financial Institution World Savings Savings & Loan
r Government
Firm Product/Service Firm Product/Service
Bexar County County Government Kelly Air Force Base Military Installation
Brooks Air Force Base Military Installation Lackland Air Force Base Military Installation
Center for Health Care Services Health Care Randolph Air Force Base Military Installation

City of San Antonio
Education Service Center
Fort Sam Houston

City Government
Data Processing
Military Installation

San Antonio Housing Authority
Texas Dept. of Human Svcs.
Texas Dept. of Transportation

Public Housing Assistance
Social Services
Road Maintenance

-

Construction

B

CCC Group, Inc.
Design Electric

Product/Service
General Contractor
Electrical Contractor

Firm
H.B. Zachry
Kaufmann and Broad

Product/Service
General Contractor
Developer of Single Family Housing

Wholesale

|

§

Lone Star Growers, LP
Straus-Frank Company

Product/Service Fi
Producer of Nursery Plants Tristar Corporation
Automotive Parts

Tyson Food, Inc.

Source: Greater San Antonio Chamber of Commerce Largest Employer’s Directory.
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Education

There are 16 independent school districts in Bexar County with 222 elementary schools, 64 middle schools, and 40
high schools. Generally, students attend school in the districts in which they reside. There is no busing between
school districts in effect. In addition, San Antonio has 89 accredited private and parochial schools at all education
levels, 77 alternative instructional schools and one business career institute. Excluding business and professional
schools, higher education facilities in the City include five accredited universities and four community colleges with
a combined enroliment of 70,406 students for the fall 1999 enrollment.

Employment Statistics

The following table indicates the total civilian employment in the San Antonio MSA for the period December 1999,
as compared to the prior periods of November 1999 and December 1998.

December 19990 November 1999 December 1998
Civilian Labor Force 781,500 781,300 766,300
Total Unemployment 23,900 24,300 22,600
Unemployment Rate 3.1% 3.1% 2.9%
Total Employment 757,600 757,000 743,700

The following table shows certain nonagricultural wage and salary employment in the San Antonio MSA for
December 1999, November 1999, and December 1998.

December 19990 November 1999? December 1998

Mining 1,800 1,800 1,800
Construction 37,400 37,500 36,200
Manufacturing 53,200 53,000 52,700
Transportation, Communication, and Utilities 32,700 32,500 32,700
Trade 173,700 171,600 169,800
Finance, Insurance, and Real Estate 48,100 48,000 46,300
Services and Miscellaneous 234,500 235,100 218,700
Federal Government 32,000 32,000 35,800
State Government 14,800 14,800 14,700
Local Government 87,900 87,700 85,700

Total 716,100 714,000 694,400

M Estimates for December 1999 are preliminary.
@ Revised.

Source: Texas Workforce Commission, Labor Market Review, December 1999.
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Comparative Annual Statistical Data

Growth Indices
Calendar Telephone Electric Gas Water
Year Customers') Customers®® Customers? Customers®
1989 573,415 466,478 284,324 236,709
1990 589,195 469,226 284,671 239,891
1991 610,393 476,412 287,325 243,129
1992 635,058 485,345 290,497 247,365
1993 661,711 493,763 292,111 253,902
1994 689,490 504,810 295,092 257,733
1995 724,033 516,679 297,654 266,308
1996 764,891 525,085 298,604 269,405
1997 805,340 528,739 300,185 273,276
1998 841,037 548,468 301,842 270,897
1999 861,180@ 561,373® 302,839® 285,122

®  Southwestern Bell Telephone Company only.

@ CPS only.

®  SAWS only.

@ At September 30, 1999.

) At November 30, 1999.

©® At October 31, 1999,

Source: Greater San Antonio Chamber of Commerce — Economic Trends; Southwestern Bell Telephone Company; City Public
Service, San Antonio Water System.

Municipal Sales Tax Collections — Ten Largest Texas Cities

Calendar Year

1999 1998 1997 1996 1995 1994
Amarillo $40,781,524  $39,276,557 $37,611,600 $36,482389  $34,623,582  $33,161,856
Arlington 30,092,585 57,095,137 54,923,300 52,635,802 48,575,308 48,029,243
Austin 104,915,700 94,261,113 85,272,735 80,836,720 77,326,159 73,522,342
Dallas 198,740,061 189,502,534 173,592,271 167,202,798 151,118,598 145,916,177
El Paso 43,603,400 41,414,498 39,097,126 38,749,261 37,832,614 38,674,734
Fort Worth 68,142,426 64,116,910 57,778,025 54,740,626 51,309,934 48,853,605
Houston 308,508,700 296,149,171 270,268,332 254,435,833 239,061,186 229,471,358
Irving 42,083,049 37,198,548 33,805,687 31,270,145 28,802,419 28,328,325
Plano 40,483,049 36,058,044 32,420,190 31,685,371 27,725,216 24,774,517
SAN ANTONIO 126,060,252 117,583,252 108,526,967 103,042,623 96,000,267 91,874,292

Source: State Comptroller’s Office.

San Antonio Electric And Gas Systems
History and Management

The City acquired its gas and electric utilities in 1942 from the American Light and Traction Company which had
been ordered by the federal government to sell properties under provisions of the Holding Company Act of 1935.
The total funds required for the purchase were raised by the sale of $33,950,000 first mortgage revenue bonds. The
last serial of these Old Series Bonds matured February 1, 1997. The bond ordinances securing the currently
outstanding CPS New Series Bonds establish management requirements and provide that the complete management
and control of the electric and gas systems (the “Systems” in this section) is vested in a Board of Trustees consisting
of five citizens of the United States of America permanently residing in Bexar County, Texas, known as the "City
Public Service Board of San Antonio, Texas" (“CPS Board”). The Mayor of the City of San Antonio, Texas is a
permanent ex-officio member of the CPS Board. The Mayor of the City is a voting member of the CPS Board,



represents the City Council, and is charged with the duty and responsibility of keeping the City Council fully
advised and informed at all times of any actions, deliberations, and decisions of the CPS Board and its conduct of
the management of the Systems.

In an effort to provide for a balanced geographic representation of the City on the CPS Board without altering in
any way the management and control provisions of respective bond ordinances authorizing currently outstanding
Electric and Gas Systems Revenue Bonds, by Ordinance numbered 87009, passed and adopted on November 20,
1997, the City Council designated currently sitting members of the CPS Board as “representatives” of one of four
geographic quadrants of the City - Northeast, Southeast, Southwest, and Northwest. Ordinance 87009 further
provided that CPS Board Trustees thereafter selected to fill the position of any currently sitting Trustee must be a
resident of the respective quadrant of the City whose position on the CPS Board is being filled.

The CPS Board is vested with all of the powers of the City with respect to the management and operation of the
Systems and the expenditure and application of the revenues therefrom including all powers necessary or
appropriate for the performance of all covenants, undertakings, and agreements of the City contained in the bond
ordinances, except regarding rates and issuance of bonds, notes, or commercial paper. The CPS Board has full
power and authority to make rules and regulations governing the furnishing of electric and gas service and full
authority with reference to making extensions, improvements, and additions to the Systerns, and to adopt rules for
the orderly handling of the CPS Board’s affairs. It is empowered to appoint and employ all officers and employees,
and the CPS Board must obtain and keep in force a “blanket” type employees’ fidelity and indemnity bond covering
losses in the amount of not less than $100,000.

In 1997, CPS established a 15 member Citizens Advisory Committee (the “CAC”) to enhance its relationship with
the community and to address the City Council’s goals regarding broader community involvement. The primary
goal of the CAC is to provide input from the community for use by the CPS Board and staff. The CAC represents a
broad range of customer groups in order to identify their concerns and articulate their issues. CAC members advise
CPS about community issues and concerns as to its Systems and on all aspects of CPS business to ensure added
value to the City and community.

Service Area and Rates

The CPS electric system serves a territory consisting of substantially all of Bexar County and small portions of the
adjacent counties of Comal, Guadalupe, Atascosa, Medina, Bandera, Wilson and Kendall. Certification of this retail
service area has been approved by the Public Utility Commission of Texas (“PUCT”). In addition to the area served
at retail rates, electricity is sold at wholesale rates for resale to the City of Floresville Electric Light & Power
System, the City of Hondo Utilities and the Castroville Utility System. The CPS gas system serves the City of San
Antonio and its environs, although there is no certificated CPS gas service area. In Texas, there is no legislative
provision or procedure for certificated gas service areas.

The San Antonio City Council exercises original electric and gas rate regulatory jurisdiction over the CPS retail
service areas, with appellate jurisdiction in the PUCT and Texas Railroad Commission for electric and gas rates,
respectively, for areas outside the City. Pursuant to 1995 amendments to the Texas Public Utility Regulatory Act
(“PURA™), municipally-owned utilities, including CPS, became subject to certain regulatory jurisdiction of the
PUCT relating to transmission of wholesale energy. Under the PURA, wholesale transmission services are to be
provided by electric utilities in the Electric Reliability Council of Texas, including CPS, to qualifying cogenerators,
exempt wholesale generators, and power marketers, as well as other utilities. (See “San Antonio Electric and Gas
Systems — Service Area and Rates” in Appendix A.) The PUCT established terms, conditions, costs of services, and
rates for this transmission access in 1997. CPS contested the order establishing CPS' transmission cost of service by
filing an action in state district court seeking judicial review of the agency’s determinations on various grounds,
including the contentions that the PUCT lacks original transmission rate-setting jurisdiction and that the PUCT
failed to comply with the comparability criteria of the PURA. In addition, because the PUCT’s postage stamp
pricing method for wheeling creates a significant adverse financial impact on CPS, as well as other utility owners of
large compact urban transmission systems, CPS filed a suit, along with Houston Lighting & Power Company, now
Reliant Energy HL&P, and joined by Texas Utilities Electric Company, in state district court seeking a declaration
that the PUCT’s pricing method is invalid and beyond the PUCT’s authority on various grounds. In December
1997, the district court ruled in favor of the PUCT, effectively upholding the validity of the PUCT’s transmission



rules. CPS and Reliant Energy HL&P subsequently appealed this decision, and on August 26, 1999, the Texas
Court of Appeals, Third District, in Austin rendered the judgment that the pricing method is invalid. That decision
is pending on a rehearing and may be subject to further appeal to the Texas Supreme Court. Senate Bill 7, discussed
below, provides the PUCT with new authority to promulgate a 100 percent “postage stamp rate" for pricing
wholesale transmission. The total cost to CPS of this new pricing structure approximates $22 million for fiscal year
2001. (See “Electric Utility Deregulation in Texas” herein.)

Electric Utility Deregulation in Texas

Senate Bill 7, a comprehensive electric industry restructuring bill, was passed by the Texas Legislature during its
1999 session and signed by the Governor on June 18, 1999. In general, the bill will require retail competition for
electric energy in areas of the state served by investor-owned electric utilities on and after January 1, 2002.
Investor-owned utilities are required to structurally unbundle their regulated utility activities from their customer
energy services by January 1, 2000, and their current retail rates are frozen until January 1, 2002. For the five years
following January 1, 2001, investor-owned utilities must make available a rate discount of six percent from 1999
rates, to residential and small commercial customers, and may not charge different rates until the earlier of three
years or the time at least 40 percent of the utility’s customers are being served by other suppliers. Municipally-
owned electric utilities like the Systems, through a decision of the city council or utility governing board, may but
need not make an affirmative decision to participate in retail competition at any time after January 1, 2002. If the
decision is made by the governing body of a municipal utility to participate in retail competition, after that decision,
customers of the utility are free to choose other retail electric suppliers, including power marketers, retail electric
provider affiliates of investor-owned utilities, the municipal utility, or others. Likewise, after a decision to
participate in retail competition, the municipal utility is itself free to compete for new retail customers in areas
outside its boundaries where competition applies. If a municipal utility chooses to participate in retail competition,
it continues to retain local control over its energy rates, and over the distribution access rates that it charges to other
competitors for use of its distribution facilities, so long as they are nondiscriminatory and comparable to the rates
charged by the municipality to itself or its affiliates. Municipal utilities have the discretion to continue to be the sole
providers of metering services, and may designate themselves or another entity as the “provider of last resort” for
customers who cannot obtain a power source. A municipal utility that decides to participate in retail competition
will be subject to a PUCT-approved code of conduct governing affiliate relationships and anticompetitive practices.
The PUCT will establish the terms and conditions, but not the rates, for open access by other suppliers to the
transmission and distribution facilities of municipal electric utilities electing to compete at retail. If a municipal
electric utility decides to participate in retail competition, six months prior to the advent of competition, its
customers are subject to being charged a fee of 50 cents per megawatt hour, which the PUCT may increase to 65
cents per megawatt hour under certain circumstances, as a contribution to a state-wide fund targeted at property tax
replacement, low-income programs, and customer education. The PUCT is required to reduce the fee imposed on a
municipal electric utility to provide credit for local low-income programs and local programs that educate customers
about the competitive market.

Among other provisions, Senate Bill 7 provides that nothing in the act or in any rule adopted under it may impair
any contracts, covenants, or obligations between municipalities and bondholders of revenue bonds issued by
municipalities, and that nothing in the act may impair the tax-exempt status of municipalities or compel them to use
facilities in a manner that violates any bond covenants or other tax-exemption restrictions. The bill also improves
the competitive position of municipal utilities by allowing local governing bodies, whether or not they implement
retail choice, to adopt alternative procurement processes under which less restrictive competitive bidding
requirements can apply, and to implement more flexible policies for the sale and exchange of real estate. Also,
matters affecting the competitiveness of municipal electric utilities are made exempt from disclosure under the open
meetings and open records acts, and the right of municipal utilities to enter into risk management and hedging
contracts for fuel and energy is clarified.

Air Emission Regulation

Senate Bill 7, discussed above under Electric Utility Deregulation, contains specified emissions reduction
requirements for certain older electric generating units which would otherwise be exempt from the Texas Natural
Resources Conservation Commission’s (“TNRCC’s”) permitting program by virtue of “grandfathered” status.
Under the bill, annual emissions of nitrogen oxides (“NO,”) from such units are to be reduced by 50 percent from



1997 levels, beginning May 1, 2003. The requirements may be met through an emission allowances trading
program to be established and administered by the TNRCC on a regional basis. Owners of affected facilities are to
apply for permits for the emission of these contaminants by September 1, 2000 from the TNRCC, and the bill
authorizes the agency to levy administrative penalties for facilities that exceed required emission allowances. Five
of CPS’ generating stations, comprising 12 gas-fired units, have grandfathered status and will be affected by the
program. The TNRCC is likewise in the process of implementing more restrictive NO, emission limits for
previously permitted electric generating plants in areas including Bexar County that will require 50% reduction
from 1997 emission levels. The total of NO, emissions to be reduced for CPS facilities under these two TNRCC
emission programs is expected to be approximately 11,000 tons per year (based on current emission levels)
beginning in 2003, an amount which exceeds the NO, reductions committed to by CPS as part of its long-standing
voluntary NO, reduction program. The emissions limitations required by the two programs, but primarily by the
second program, will entail additional expenditures by CPS for emission contro! technology currently estimated at
$85 million.

Proposed Federal Deregulation Legislation and the Administration’s Proposed Plan

Many bills have been introduced into the United States House of Representatives and the United States Senate to
deregulate the electric utility industry at the federal level. In general, many of the bills provide for open competition
in the furnishing of electricity to all retail customers (i.e., retail wheeling). It is not clear whether adequate support
will materialize in both houses sufficient to pass consensus legislation in 2000, or the extent to which any such
legislation will affect Texas electric industry restructuring law.

New Federal Tax Regulations

Temporary and proposed regulations were published in the Federal Register by the Internal Revenue Service on
January 22, 1998. These regulations, which are effective through January 21, 2001, interpret certain provisions of
the Internal Revenue Code that relate to the use of tax-exempt obligations to provide output facilities, including
electric and gas generation, transmission and distribution facilities. These regulations generally apply to
obligations, other than certain refunding obligations, issued after February 22, 1998 and to certain requirements
contracts entered into, extended or amended after February 22, 1998. These regulations are intended to address, at
least in part, the deregulation of the electric power industry as initiated by the Energy Policy Act of 1992. For
example, these regulations generally provide that an action will not adversely affect the tax-exempt status of interest
on outstanding transmission bonds if the action is taken to implement the offering of non-discriminatory open
access tariffs (including transferring control of the transmission facilities financed with tax-exempt bonds to an
independent system operator) for the use of transmission facilities in a manner consistent with rules promulgated by
either the FERC under sections 205 or 206 of the Federal Power Act or a state regulatory authority under
comparable provisions of state law pursuant to a plan approved by the FERC. This open access exception, however,
does not apply to “new money” transmission bonds nor to bonds issued after July 9, 1996 (the effective date of
FERC's Order No. 888) for any advance refunding, or any current refunding that extends the weighted average
maturity of transmission bonds. CPS is currently assessing the impact of these regulations on its business
operations. The Joint Committee on Taxation of the Congress of the United States has questioned the authority for
some of the regulations and other regulations regarding output facilities have been reserved. CPS cannot predict
how these regulations, or regulations expected to be issued in the future, will ultimately affect its business and
financing plans.

Response to Competition

Strategic Planning Initiatives. CPS is currently implementing a comprehensive corporate strategic plan that is
designed to help make CPS a higher performing and more competitive utility that delivers value to customers and
the City. The plan includes restructuring and unbundling of rates, formulating a wholesale and retail marketing
plan, reorganizing CPS along functional lines, and maintaining a Debt Management Program as further discussed
below. Additionally, these efforts will also have the ongoing support of CPS’ Director of Governmental Affairs,
located in Austin, Texas, whose primary role is to review proposed federal and state legislative actions affecting the
electric industry and to represent CPS’ interests therein.



CPS Debt and Asset Management Program. CPS has developed a debt and asset management program (the “Debt
Management Program™) which is designed to lower the debt component of energy costs, maximize the effective use
of cash and cash equivalent assets, and enhance its financial flexibility into the future. An important part of the
Debt Management Program is debt restructuring by the increased use of variable rate debt and interest rate swaps
where feasible. It is anticipated, however, that the net variable rate exposure of CPS will not exceed 20% of its total
debt structure. The program also focuses on the use of unencumbered cash and available cash flow to redeem debt
ahead of scheduled maturities as a means of reducing the outstanding debt. The Debt Management Program is
designed to result in lower interest costs, additional funds for strategic initiatives, and increased net cash flow.

CPS Valuation Study. In early 1997, CPS contracted with Resource Management International, Inc. (“RMI”) to
conduct a marketing study. CPS subsequently added to this contract an assessment of the value of CPS’ assets, as
well as the benefits of municipal ownership of CPS to the City and its electric and gas ratepayers. The study was
presented to the CPS Board on November 24, 1997, and forwarded to the City Council for its review on December
10, 1997. The study concluded that the City had received substantial benefits from the ownership of CPS and,
based upon CPS’ relative position in the marketplace, CPS is expected to continue to offer the City significant
benefits in the future. In addition, the study concluded that ratepayers had also received substantial benefits through
lower rates.

City’s Deregulation Study. The City retained R.W. Beck and Associates in September 1998 to analyze the options
available to the City, the City Council, and the CPS Board and to provide all relevant information in the event that
the electric energy market is deregulated. The study is in progress and is anticipated to be completed by February
2000. CPS will pay up to $250,000 of the estimated cost of $400,000 of the study.

With the results of the debt restructuring accomplished by CPS and the analysis of both the City’s study and the
CPS valuation study, the City will be in a position to respond to electric deregulation legislation to ensure stability
in its electric rate structure and utility revenues by having the advantage of adequate planning and the ability to
make informed decisions.

The ultimate effects of these and other developments in the restructuring of the electric industry, including possible
state or national legislation, cannot be predicted.

Status of Wholesale Competition at CPS. Effective January 1, 1997, the transmission grid in Texas was opened to
wholesale competition by virtue of PUCT regulations implementing 1995 Texas legislation. Wholesale customers
include cities and towns buying power for resale and as a result of the new regulations the transmission grid is
available on an open access basis to any power provider to supply these loads. CPS has historically supplied
wholesale power to three city-owned utilities: the Floresville Electric Light & Power System, the City of Hondo
Utilities, and the Castroville Utility System. In 1995, CPS signed a 20-year agreement with the Floresville Electric
Light & Power System. In August 1997, Hondo requested proposals for its long-term future power supply needs,
ultimately deciding to continue its power supply relationship with CPS, which signed a 10-year agreement with the
City of Hondo. In 1998, CPS signed a 10-year agreement with the Castroville Utility System. Additionally, CPS
continues to compete in other aspects of the wholesale market.

Acquisition of Military Base Facilities. In July 1999, CPS and the Greater Kelly Development Corporation
announced a Memorandum of Understanding (MOU) between the two organizations for the purchase and future
operation by CPS of the gas and electric systems on Kelly Air Force Base. The MOU outlines an approach for the
payments to be made by CPS to GKDC for transfer of the systems. The concept includes an initial payment of $6.5
million, followed by a payment by CPS in each of the next 20 years. The payments would be based upon the
revenue generated by gas and electric sales at both realigned and commercialized Kelly, compared to an estimate of
expected growth made by a third-party appraiser. Negotiations on the terms and conditions of the ownership
transfer are in process between the Air Force, GKDC and CPS, with a target for closing by the end of 1999. In
addition, CPS is negotiating with other San Antonio military bases to purchase their gas and electric facilities. CPS
is committed to ensuring continuous, reliable, and cost-effective supplies of gas and electricity to these bases.



Electric System

Generating System. The electric generating system operated by CPS consists of 15 generating units, three of which
are coal-fired and 12 of which are gas-fired. In May 1998, the CPS Board approved the recommendation by staff
that CPS enter into a contract for construction of the new combined-cycle gas-fueled 512 MW power plant (the
“Arthur von Rosenberg Power Plant”) to be completed by the year 2000, at a contract cost of $166,500,000. The
Arthur von Rosenberg Plant is currently under construction and is located adjacent to the V. H. Braunig Plant,
which already has much of the needed infrastructure.

CPS also has a 28% ownership interest in two nuclear generating units called the South Texas Project ("STP"). On
July 1, 1973, CPS agreed to participate in the STP, which involved the construction of two 1,250 MW units in
Matagorda County on a 12,000-acre site near the Texas Gulf Coast approximately 180 miles from the City.
Participants in the STP and their shares therein are as follows:

Participants % Ownership MW
Reliant Energy HL&P 30.8 770
City Public Service 28.0 700
Central Power and Light Company 25.2 630
City of Austin 16.0 400
TOTAL 100.0 2,500

Full power operating licenses were issued to STP by the Nuclear Regulatory Commission (“NRC”) on March 22,
1988, for Unit 1 and March 28, 1989, for Unit 2. On August 25, 1988, Unit 1 went into commercial operation, and
Unit 2 went into commercial operation on June 19, 1989. During CPS’ fiscal year 1997-1998, the participants in
the STP created a non-profit Texas corporation (the “STP Nuclear Operating Company”) financed and controlled by
the owners to assume maintenance and operation of STP in place of Reliant Energy HL&P. All regulatory
approvals were received, and this change became final in November 1997. The nuclear units provided 33% of the
system load during CPS’ fiscal year 1998-1999, and 31% of the system load for the twelve-month period ended
November 30, 1999.

Joint Operating Agreement. CPS and Reliant Energy HL&P entered into an agreement effective July 1, 1996,
which resolved CPS’ claims against Reliant Energy HL&P concerning the shutdown of the STP nuclear plant
during CPS’ fiscal year 1993-94 and cost overruns during the STP construction period. The total amount of
settlement was for $225 million.

CPS received the initial $75 million of the settlement in cash proceeds during the summer of 1996, of which $11
million was used to reimburse CPS for litigation expenses incurred. The remaining $64 million was directly
refunded to the ratepayers during September 1996.

The settlement also includes an agreement to jointly dispatch CPS’ and Reliant Energy HL&P’s generating plants
(other than STP) to take advantage of the most efficient plants and favorable fuel prices of each utility. This joint
operations agreement must result in at least $10 million in cumulative savings per year to CPS, or Reliant Energy
HL&P is obligated to compensate CPS for the deficit in cash. A similar payment will be made by Reliant Energy
HL&P to ensure benefits to CPS of $150 million in savings during the ten-year term of the joint dispatching.

Transmission System. CPS maintains a transmission line network for the movement of large blocks of power from
the generating stations to the various parts of the service area and to or from neighboring utilities as required. This
network is composed of high voltage lines with transformers and switching stations to provide the necessary
flexibility in the movement of bulk power. The system is integrated with approximately 80 other utilities,
municipalities, and cooperatives in Texas and currently participates in the Texas grid, which is managed by the
Electric Reliability Council of Texas Independent System Operator.

Distribution System. The distribution system is supplied by 78 substations strategically located on the high voltage
138/345 KV transmission system. There are approximately 6,120 circuit miles (3-phase equivalent) of overhead
distribution lines included in the system. These overhead lines also carry secondary circuits and street lighting
circuits. The underground distribution system consists of approximately 150 miles of three-phase duct lines and




2,489 miles of single-phase underground residential distribution lines. Many of the residential subdivisions added
in recent years are served by underground distribution systems. Presently, there are approximately 70,914 street
light units in service, with the vast majority of these being modern, high intensity units.

Gas System

Gas Delivery. CPS has firm gas supply and gas transmission contracts until July 1, 2002, with Reata, a gas
marketing affiliate of Pacific Gas and Electric Gas Transmission-Texas (“PG&E”), formerly an affiliate of Valero
Natural Gas Company ("Valero"), which was purchased by PG&E in 1997. PG&E supplies the total CPS gas
requirements through three major gas delivery stations, two meter stations which serve the O. W. Sommers and V.
H. Braunig Power Plants, and several minor taps on PG&E pipelines just outside of San Antonio. The CPS network
of transmission facilities connected to PG&E will be expanded to serve the Arthur von Rosenberg Power Plant,
currently under construction. Additionally, the Oasis Pipeline delivery station, on a common carrier pipeline
system, provides alternate gas delivery access and will remain available for CPS' use if required. All major delivery
stations are owned by CPS and remotely monitored by the CPS Gas and Electric Operations ("GEO") contro} center
located near downtown San Antonio.

Transmission System. CPS owns and operates a natural gas transmission line called the North Gate Pipeline.
Construction of the 24-inch steel pipeline was completed in 1988. The pipeline extends 17.2 miles from southern
Comal County into northern Bexar County, Texas. The line is coated and cathodically protected to mitigate
corrosion. The pipeline can be supplied natural gas through two major delivery stations which receive gas through
the 36-inch Oasis Pipeline, and from PG&E through the 30-inch PG&E West Texas Pipeline. At each delivery
station, the gas is metered and odorized, and the gas pressure or flow rate is remotely controlled by CPS’ GEO. The
gas is transported through the transmission pipeline to a major gas pressure control station in northern San Antonio
where the gas pressure is reduced before it is fed into the CPS Outer Loop Supply Line. In October 1998, the CPS
Board approved the construction of the South Gate Pipeline Project and the acquisition of fee simple title to and
easement rights over, under, and across certain properties located in Bexar, Wilson, and Karnes Counties for this
project.

Outer Loop Supply Line. CPS owns and operates 50 miles of 24 and 30-inch diameter steel pipelines which form
the Outer Loop Supply Line. The Outer Loop Supply Line is supplied gas through two major delivery stations
located in southeast and southwest San Antonio, and from the North Gate Pipeline in northern San Antonio.
Construction of the first Outer Loop Supply Line was completed in 1962. The line is coated and cathodically
protected to mitigate corrosion. The maximum allowable operating pressure of the Outer Loop Supply Line is 170
pounds/square inch gauge (“psig”), and it supplies gas to approximately 50 pressure regulating stations which
reduce the pressure to between 9 psig and 59 psig for the Distribution System and between 25 psig and 170 psig for
the Supply Pressure System. GEO monitors the gas pressure and flow rates at many locations along the Outer Loop
Supply Line, and several critical pressure regulating stations and isolation valves are remotely controlled by GEO.

Supply Pressure System. The CPS supply pressure system consists of a network of approximately 145 miles of steel
mains which range in size from 4 to 20 inches. The majority of the supply pressure system was installed prior to
1960, and the entire system is coated and cathodically protected to mitigate corrosion. The supply pressure system
operates at pressures between 25 psig and 170 psig, and it supplies gas to approximately 165 pressure regulating
stations throughout the gas distribution system. GEO monitors the gas pressure and flow rates at many strategic
locations within the supply pressure system, and most of the critical pressure regulating stations and isolation valves
are remotely controlled by the GEO.

Distribution System. The gas distribution system consists of 4,234 miles of 2 to 16-inch steel mains and 1-1/4 to 6-
inch high density polyethylene (plastic) mains. The Distribution System operates at pressures between 9 psig and
59 psig. All steel mains are coated and cathodically protected to mitigate corrosion. The vast majority of the gas
services are connected directly to the distribution system, and the gas normally undergoes a final pressure reduction
at the gas meter to achieve the required customer service pressure. Critical areas of the distribution system are
remotely monitored by GEO.




CPS Year 2000 Computer Issues

Possible Impact of the Year 2000 Issue. The Year 2000 issue results from computer programs that do not
differentiate between the 1900s and the 2000s because they were written using two digits rather than four to define
the applicable year; accordingly, computer systems and equipment with embedded computer hardware that have
time-sensitive calculations or functions may not properly recognize the year 2000 and other dates. Given the
proliferation of computers and embedded computer processing devices or “microchips” throughout virtually all
aspects of CPS’ operations and in the utility industry in general, it is possible that despite all precautions taken, the
Year 2000 computer issue will impact CPS’ operation. This description of the Year 2000 issue and the following
summary of CPS’ efforts to address the issue are not intended to be a complete description of the issue or all aspects
of CPS’ response to the issue.

Interdependency With Other Entities. CPS, like other electric and gas utilities, is interdependent with other entities
for services and supplies. CPS has implemented a Year 2000 strategy, as described below, and has taken steps to
contact these entities and urge readiness; however, CPS cannot control the operations of other entities. Any
particular manifestation of the Year 2000 issue by entities with which CPS does business or any material and
adverse manifestation of Year 2000 issues in the economy as a whole could materially and adversely affect the
ability of CPS to deliver electricity and natural gas to its customers and/or its financial condition.

CPS’ Year 2000 Strategy. CPS has developed a corporate plan to address the five major areas of impact on CPS:
Business Systems, Facilities Management, Power Generation, System Protection (transmission and distribution of
gas and electric products), and Energy Management Systems. To validate its progress and help identify any areas
that need greater attention, CPS contracted with CACI Federal, Inc., a recognized consulting firm, to perform a
complete assessment of the Year 2000 efforts to verify that the overall effort is both effective and correctly focused.

Year 2000 Milestones. Work began June 1996. By December 1998, the inventory, assessment and prioritization
phases of the Y2K project had been completed in all five major areas. On July 30, 1999, CPS declared that all its
mission critical systems had been determined to be Y2K Ready. CPS also completed, as of July 30, 1999,
development of mission critical contingency plans to address problems that may not be foreseen.

Certain Financial Impact. In fiscal years 1996-97 and 1997-98, CPS estimates it spent $820,000 and $1.1 million,
respectively, on its Year 2000 efforts. In fiscal year 1998-99, it is estimated that CPS spent another $1.1 million in
continuing its identification, assessment, remediation, and testing of Year 2000 issues. For fiscal year 1999-2000,
CPS has budgeted $5.4 million to complete all required work to become Year 2000 Ready.

Recent Financing
On December 3, 1998, the City delivered $785,515,000 in City of San Antonio, Texas Electric and Gas Systems

Revenue Refunding Bonds, New Series 1998A and $99,615,000 in City of San Antonio, Texas Electric and Gas
Systems Revenue Refunding Bonds, Taxable New Series 1998B for the benefit of the Systems.

(The remainder of this page intentionally left blank.)



Net Operating Income

City Public Service Operating Statement

Fiscal Year Ended January 31

1999 1998 1997 1996 1995
Operating Revenues
Electric $ 909,639,200 $ 844,848,103 $ 841,699,422 $ 777,565,727 $ 757,936,619
Gas 114,236,784 137.593.073 147,979,531 108,625,087 110.693.963
Total $1,023,875,984 $ 173,970,809 $ 172,030,323 $ 171,904,070 $ 161,605,145
Operating Expense
Electric®” $ 417,395,920 $ 396,619,185 $379,218,769 $ 374,467,546 $367,428,970
Gas 82.686.873 95.193.678 109,132.912 80,245.980 80,806,745

Total $ 500,082,793

$ 523,793,191

$ 491,812,863

$ 490,628,313

$ 488,351,681

$501,327,272

$ 454,713,526

$ 431,568,288

$ 448,235,715

$ 420,394,867

Non-Operating Income (Net) 57.528.034 49.769.834 34.636.174 28,568,257 24.525.281
Available for Debt Service $ 581321225 $ 540,389,147 $ 535,963,446 $ 460,136,545 $ 444,920,148
Other Deductions:
Depreciation (167,685,579) (153,407,511) (146,558,673) (142,364,431) (138,939,344)
Interest on Bonds, Other
Interest and Debt Expense (187,090,027) (188,797,911) (182,817,280) (182,718,389) (181,788,814)
Interest During Construction 5,716,202 4,743,278 3,653,558 2,818,057 3,072,157
Extraordinary Costs for
Cash Defeasance of Debt (24,899,770)
Payments and Refunds to City _(144.554.899) (138,543,232) (137,587,585 (122,921.798) (119.851.608)
Total Other Deductions: (518,514,073) (476,005,376) (463,309,980) (445,186,561) (437,507,609)
Net Income $ 62807.152 $ 64,383,771 $ 72,653,466 $ 14,949,984 $ 7712539

D" Includes nuclear decommissioning expense for all 12- month periods shown, and includes the regulatory transition

assessment beginning in FY 1998.
Source: City of San Antonio, City Public Service

San Antonio Water System

Pursuant to Ordinance No. 75686 adopted April 30, 1992, the City of San Antonio (the "City") authorized the
creation of the water system (the "System" in this section), a single unified system consisting of the City's existing
waterworks (formerly the City Water Board), wastewater (formerly a department of the City), and water reuse
systems, together with all future improvements and additions thereto, and all replacements thereof. In addition,
such Ordinance No. 75686 authorized the City to incorporate into the System a storm water system and any other
related system to the extent permitted by law. The System will not include any "Special Projects” which are
declared by the City Council, upon the recommendation of the Board of Trustees of the System (defined below), not
to be part of the System and are financed with obligations payable from sources other than ad valorem taxes,
"Pledged Revenues" or "Net Revenues", or any water or water-related properties and facilities owned by the City as
part of its electric and gas system. The management and control of the System has been vested in a board which
consists of seven members (the “Board”). The Board consists of the Mayor and six persons appointed by the
Council of the City. The initial terms of the members (other than the Mayor) are staggered, and thereafter, each
member is appointed for a four-year term. No member may serve more than two terms.

In an effort to provide for a balanced geographic representation of the City on the Board without altering in any way
the management and control provisions of respective ordinances authorizing currently outstanding Waterworks and
Sewer System Revenue Bonds, by Ordinance No. 87010, passed and adopted November 20, 1997, the City Council
designated four currently sitting members of the Board as “representatives” of one of four geographic quadrants and
two currently sitting members as “representatives” of the north and south sides of the City.



Simultaneously with the creation of the System, the City sold $635,925,000 Water System Revenue Refunding
Bonds, Series 1992 for the purpose of (i) enabling the City to consolidate its waterworks, wastewater and water
reuse systems, and (ii) refunding all outstanding obligations of the City issued to finance improvements to and
extensions of, and which are secured by and payable from a pledge of revenues derived from, the City's waterworks
and wastewater systems, respectively, and certain other outstanding obligations relating to the City's waterworks
and wastewater systems. The City believes that refunding the obligations and establishing the System in 1992 has
helped to reduce costs and has allowed the City greater flexibility in meeting future financing requirements.

The System includes all water resources, properties, facilities, and plants owned, operated, and maintained by the
City relating to: supply, storage, treatment, transmission, distribution of treated potable water, and chilled water and
steam (the “waterworks system”); collection and treatment of wastewater (the “wastewater system”); and treatment
and reuse of wastewater (the “recycled water system”). In addition to the water related utilities which the Board has
under its control, on May 13, 1993, the City Council approved Ordinance No. 77949 which established initial
responsibilities over the storm water program with the Board and adopted a schedule of rates to be charged for
storm water drainage services and programs.

The stormwater program is deemed to not be a part of the System. Accordingly, operations of the Stormwater
Program are not considered when determining compliance with debt covenants contained in City Ordinance No.
75686 or in calculating payments to be made to the City. In FY 1997, the City Council placed the administration
responsibility with its own staff and entered into an agreement with the San Antonio Water System for the provision
of services related to certain water quality monitoring functions.

Waterworks System

The City originally acquired its waterworks system in 1925 through the acquisition of the San Antonio Water
Supply Company, a privately owned company. Since such time and until 1992, when the System was created,
management and operation of the waterworks system was under the control of the City Water Board. The
waterworks system's authority to provide potable water service within a defined area was established by Certificate
of Public Convenience and Necessity No. 10640 ("CCN") issued by the Public Utility Commission of Texas on
November 1, 1979. The waterworks system's service area currently extends over approximately 530 square miles,
making it the primary water purveyor in Bexar County. The waterworks system currently provides potable water
service to approximately 285,122 customers. Although such accounts are primarily residential in nature, service is
also provided to commercial, apartment, industrial and wholesale accounts. In terms of customers, approximately
92% of waterworks system customers are residential. For the year ended May 31, 1999, $46.8 million of water
sales revenues were from residential customers which was 63% of total revenues related to its potable water system.

The City obtains its water through wells drilled into the Edwards Limestone Formation. The portion of the
formation supplying water in the San Antonio area has been designated the "Edwards Underground Water
Reservoir" (the "Edwards Aquifer"). As the City's sole source of water, the Edwards Aquifer has also been
designated a sole-source aquifer by the Environmental Protection Agency (the "EPA").

The Edwards Aquifer and its catchment area in the Edwards Plateau region is about 8,000 square miles and includes
all or parts of 13 counties in south-central Texas. The recharge and artesian areas of the Edwards Aquifer underlie
the six counties south and east of the Balcones escarpment. The Aquifer underlies about 3,600 square miles and,
including its recharge zone, is about 175 miles long from Bracketville, Texas in Kinney County in the west to Kyle,
Texas in Hays County in the east, and varies from about 5 to about 30 miles in width. The Edwards Aquifer
receives most of its water from the drainage basins located on the Edwards Plateau. The catchment area, about
4,400 square miles, contains the drainage basins of streams that recharge the Edwards Aquifer.

Much of the area is agricultural or ranch land with some areas of dense population. The Edwards Aquifer supplies
nearly all the water for the municipal, domestic, industrial, and agricultural needs of the area. The population of
communities in the region during 1990 ranged from a few hundred residents in D’ Hanis to over 1,000,000 residents
in the San Antonio metropolitan area. Other cities in the area that have populations of more than 1,500 people
include Brackettville, Uvalde, Hondo, New Braunfels, and San Marcos.



Recreational establishments located in Comal and Hays Counties northeast of the City depend on water form major
springs such as San Marcos Springs and Comal Springs that issue from the Aquifer. In addition to recreational use,
as the water moves downstream, it is used for municipal and agricultural supplies. Edwards Aquifer water from
these springs also supports ecological systems in this area as rare and unique aquatic life live in the spring water and
in the caverns from which the springs flow.

The water level of the Edwards Aquifer has never fallen below the uppermost part of the Edwards Aquifer even
during drought conditions from 1947 through 1956. The top of the Edwards Aquifer in the San Antonio area varies
from land surface to 1,500 feet below the land surface. The maximum fluctuation of water levels at the index well
in San Antonio has been about 85 feet, with the recorded low of 612 feet above sea level in August 1956 and a
recorded high of 703 feet above sea level in June 1992. The historical (1934 to 1998) average water level at the
index well in San Antonio is approximately 663 feet above sea level. At October 31, 1999, the water level was
663.7 feet above sea level.

The Edwards Aquifer is a complex system. It is unique geologically, hydrologically and biologically, as
demonstrated by its prolific recharge ability. It is not the simple reservoir that one might envision, such as a surface
water lake. Because of this complexity, it is difficult to predict future water levels in the Edwards Aquifer by
utilizing historical long-term average water levels.

The Edwards Aquifer is recharged by seepage from streams and by precipitation infiltrating directly into the
limestone outcropping in the northwestern and northern part of the reservoir. Opportunities for recharge are
exceptionally good, as the limestone is honeycombed and cavernous. Practically continuous recharge is furnished
by spring-fed streams, and additional recharge occurs during rains by seepage from storm water runoff.

The historical (1934 to 1998) annual recharge to the reservoir is approximately 683,100 acre-feet (one acre-foot
equaling approximately 325,821 gallons). The average annual recharge over the last four decades (including the
drought of record), however, is approximately 693,000 acre feet. The lowest recorded recharge was 43,700 acre-
feet in 1956 while the highest was 2,486,000 acre-feet in 1992.

Recharge has been increased by the construction of recharge dams over an area of the Edwards Aquifer exposed to
the surface known as the “recharge zone.” The recharge dams (or flood-retarding structures) slow the flood flows
and allow much of the water that would have otherwise bypassed the recharge zone to infiltrate the Edwards
Aquifer.

Additional Water Resources

The San Antonio Water System’s Resource Development department is charged with the responsibility of
identifying additional water resources for the San Antonio / Bexar County area. New water resource projects range
from optimizing Edwards Aquifer to identification of new non-Edwards sources. SAWS long-range water planning
is guided by the Water Resource Plan adopted in 1998. SAWS has developed an evaluation method for each of its
potential new water resource projects that incorporates extensive public participation as well as comprehensive
technical examination. Provided below is a brief overview of each of these initiatives.

Aluminum Company of America (ALCOA)/CPS

In December 1998, SAWS entered into a water supply contract with ALCOA. In addition, a direct purchase of
water rights on property located in Bastrop and Lee Counties owned by the City Public Service Board of San
Antonio was also initiated. This ALCOA/CPS water supply project represents the first steps in reducing San
Antonio’s dependence on the Edwards Aquifer through development of a new non-Edwards source. Water will be
produced from the Simsboro formation of the Wilcox Group and the project area is located in Bastrop, Lee, and
Milam Counties. The result of the feasibility work indicates that between 50,000 — 75,000 acre feet of water could
be produced on a long-term basis. Potential delivery alternatives are currently under evaluation, Water quality is
good and will require treatment for slightly elevated levels of iron and manganese. Currently, the SAWS Citizens
Advisory Panel is evaluating the potential project as to public acceptability. Following the Citizen Advisory Panel
evaluation, the project will be presented to the general public through a series of Town Hall meetings scheduled in
March.
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Agquifer Storage and Recovery

Aquifer Storage and Recovery (ASR) is a relatively new technology currently under investigation by they San
Antonio Water System. This technology identifies underground aquifers suitable for cyclic injection and recovery
of water as well as short-term storage of water. ASR offers two primary benefits: (1) storage of water underground,
thus minimizing surface disturbance, and (2) the ability to store imported water and later recover water from this
storage facility during high demand periods. Currently, SAWS is investigating a site in southern Bexar County that
appears very favorable for local ASR technology that could provide approximately 20,000 - 30,000 acre feet per
year. This project anticipates storage of water from the Edwards Aquifer during wet/low pumpage periods of the
year and later recovery during peak demand periods. In addition, SAWS has begun the initial investigations into a
larger regional ASR facility located in Atascosa and Wilson Counties.

Western Comal

The Western Comal project is a joint project between Guadalupe Blanco River Authority (“‘GBRA”), San Antonio
River Authority, SAWS, Fair Oaks Ranch, the City of Boerne, BexarMet, and other purveyors in Comal County for
the delivery of approximately 10,500 acre feet of water from Canyon Lake to North Bexar and Western Comal
Counties. SAWS initial portion of the water is 3,000 acre feet and will eventually be reduced to 2,000 acre feet.
SAWS has the option to acquire any water that is unused by the other purveyors should it be available. GBRA is
the lead agency on this project and has selected Malcolm Pirney, Inc. to address quality integration issues, and HDR
Engineering, Inc. to design the pipeline. Currently, potential pipeline alignments along U.S. Highway 281 and
Interstate Highway 10 corridors are being studied. Delivery of this water is anticipated in late 2002.

Edwards Groundwater Acquisitions

SAWS is actively engaged in leasing Edwards water rights from the agricultural community to the west of San
Antonio. The lease term is generally 2-3 years in length and costs $75 - $85 per acre-foot of water leased. Leasing
of agricultural water rights will meet some of San Antonio’s short-term water requirements. Leasing of Edwards
water is anticipated for the next five to ten years until larger water supply projects are identified and brought to the
San Antonio area. In addition to SAWS leasing program, permanent purchase of Edwards water rights is also
considered on a case by case basis. The cost for purchasing permanent water rights is $700 per acre-foot.

Non Edwards Groundwater

Additional Non Edwards Groundwater. SAWS is also studying and identifying other ground water sources for
additional supply. Each aquifer is being studied to determine the available yield, recharge, water quality and
environmental and economic impacts in order to check the feasibility of the potential aquifers as an additional
source of potable water for the San Antonio and Bexar County area.

Conservation

Accelerate Conservation Programs. SAWS enjoys a very successful conservation program. SAWS reduced its
Edwards Aquifer pumpage from 213 gallons per capita per day (“gpcd”) in 1984 to 156 gped in 1996. Total
pumpage was reduced nearly 20,000 acre-feet despite an average customer population growth of approximately
200,000 people. The goal is to reduce total pumpage to 140 gpcd by the year 2008. The programs that SAWS has in
place now include:

o Leak detection and repair - SAWS has four full time crews, which inspect the distribution system for leaks
and damage.

e Watering Restrictions - The City of San Antonio permits lawn watering only between 8:00 p.m. and 10:00
a.m. all year around.

e Conservation rate structure - SAWS drinking water rate structure is a four block inclining rate which
means that the more water used on a monthly basis the higher the cost per 1000 gallons. Additionally there
is a standard rate and a higher seasonal rate for the months of July through October when demands peak.



e School Age Education - A fourth grade curriculum, Major Rivers, has been distributed to all schools in
Bexar County. Mentoring, science fair judging, presentations at schools, and tours of water and recycling
facilities are also provided for schools.

e Community Education - SAWS communicates and shares information with the general public on a regular
basis through a speakers bureau, news letters, bill inserts, public workshops, information fairs, and public
media service announcements.

e  Mini-Grant Program - This program provides funding for water conservation, pollution prevention, and
environmental awareness projects proposed by schools, neighborhood groups or other community based
organizations.

o  Plumbing Assistance Program - The “Plumbers to People” program funds water leak repairs for low
income customers who are referred to SAWS from the City of San Antonio Community Initiatives
Department.

e Water Saver Landscape Program - The landscape program is a multifaceted program which provides up to
$500 credit on residential water bills for replacement of high water using turf and plants with drought
tolerant landscaping. It also includes demonstration gardens throughout the City as well as workshops
conducted by Bexar County Master Gardeners. The landscape program has successfully retrofitted over
600,000 square feet of residential landscapes with water efficient plants and turf.

e  “Kick the Can” Toilet Rebate Program - This program provides an incentive for residential customers to
replace 5.0-3.5 gallon per flush toilets with new conserving 1.6 gallon per flush toilets. The program
rebates customers $75 credit on a residential water bills for each toilet replaced and recycled. More than
22,000 low flow toilets have been installed since the program was initiated.

o Showerhead Giveaway Program - SAWS has distributed more than 10,500 low flow showerheads to
individuals during information fairs, at presentations and during special events.

e Car wash Conservation Program — Car washes that install water efficient equipment, landscaping and
plumbing fixtures, or convert to water recycling facilities, can receive up to a $1000 rebate and signage
indicating that they have been “certified” by SAWS.

The waterworks system currently utilizes 27 elevated storage tanks and 22 ground storage reservoirs with combined
storage capacities of 144 million gallons. As of May 31, 1999, the waterworks system had installed 3,967 miles of
distribution mains, ranging in size from 6 inches to 60 inches in diameter, the majority of which are between 6
inches and 12 inches in diameter. At the end of October 1999, the waterworks system was equipped with 19,775
fire hydrants in service. These hydrants are well distributed throughout the system and are a major factor in the City
enjoying one of the lowest fire insurance rates of any Texas municipality.

The conservation and regulation of the water in the Edwards Aquifer has recently been the subject to several
regulatory actions taken by federal and state agencies and is the subject of litigation further described herein. The
City has taken several steps to address these matters including creation of the System and the Board. The City is
exceptional in having such a large reliable underground water supply. However, based upon population and water
demand projections, coupled with regulatory and environmental issues, the City recognizes that, in the long term,
alternative water supplies must be developed to supplement the Edwards Aquifer. Supplemental supplies have been
identified as being provided from conservation, reuse, surface water, enhanced recharge capabilities and interbasin
transfers.

In 1994, the San Antonio Water System implemented an aggressive water conservation program which aims to
reduce pumping to 140 gallons per person per day over the next five to 10 years. This will be accomplished through
a variety of means including education, rebates for water efficient technologies, system improvements to prevent
water loss and other measures. The System and the City have adopted a critical period management plan to address
water use in droughts. One aspect of the plan included water rates Ordinance No. 80330, adopted in June of 1994,
which includes a provision for application of an excess surcharge (Critical Period Surcharge) to be implemented
during critical periods as declared by the City Council which is in addition to the current rates. The purpose of the
Critical Period Surcharge is to discourage discretionary water consumption during a time of drought. The Critical
Period Surcharge is to be applied to all residential accounts consuming in excess of 17,205 gallons per month during
a declared critical period. The Critical Period Surcharge is equal to $0.3193 per 100 gallons inside the city limits
and $0.4105 outside the city limits during the seasonal period and $0.2473 per 100 gallons inside the city limits and
$0.3168 outside the city limits during the Standard rate period. Revenues derived from the Critical Period



Surcharge are Gross Revenues of the System. The Critical Period Surcharge was implemented for two months
during the summer of 1996 and generated $2,897,268 in Gross Revenues.

Wastewater System

The City Council created the City’s wastewater system by ordinance adopted in 1894. Bond proceeds enabled the
City to construct new treatment facilities and enlarge the wastewater system pursuant to a major sewer system
expansion program begun in 1960. In 1970, the City became the “Regional Agent” of the Texas Water Quality
Board (whose functions were later performed by the Texas Water Commission and now by the TNRCC) for
approximately 360 square miles within Bexar County. In 1992, this system was consolidated with the City’s
waterworks system to form the System.

The wastewater system serves the residents of the City, 18 governmental entities and others outside the corporate
limits of the City. As Regional Agent, the wastewater system has certain prescribed boundaries which currently
cover an area of approximately 404 square miles; however, the City’s total planning area covers approximately 956
square miles. The System currently provides wastewater service covering 654 square miles to a population of
approximately 1.2 million people.

In addition to the wastewater treatment facilities owned by the City, there are seven privately owned and operated
sewage and treatment plants within the City’s planning area. There currently exist approximately 334,000
connections to all the treatment systems within Bexar County. Of these, the City serves approximately 321,716
customers or 96.3% of the total connections.

For the year ended May 31, 1999, approximately 93% of the wastewater system customers are residential. The
wastewater system presently also provides 20 governmental and private entities with wholesale sanitary sewage
transportation and treatment services.

The wastewater system is composed of approximately 4,635 miles of mains; three major treatment plants: Dos
Rios, Leon Creek and Salado Creek; and a smaller treatment plant, Medio Creek. The three major plants are
activated sludge facilities and the small plant is an extended aeration plant. All of the plants hold EPA National
Pollutant Discharge Elimination System (the “NPDES”) and TNRCC wastewater discharge permits, and have a
combined treatment capacity of 202 million gallons per day (MGD). In addition, the wastewater system operates
and maintains several small satellite facilities which vary in number and are temporary pending completion of
interceptor sewers that will connect the flow treated at such facilities to the wastewater system. The permitted flows
from the wastewater system’s regional treatment plants represent 98% of the municipal discharges within the
planning area.

Water Recycling System

The Alamo Water Conservation and Reuse District (the “District”) was created by the Texas Legislature in 1989 as
a conservation and reclamation district, pursuant to Article XVI, Section 59 of the Texas Constitution by Chapter
1147, Acts of the 71st Legislature of the State of Texas, and Senate Bill 1667. The District’s purpose was to
conserve, protect, distribute, and reuse wastewater in order to augment the supply of water in the Edwards
Underground Aquifer region. On December 31, 1991, pursuant to an Ordinance dated December 19, 1991, the City
abolished the District and assumed all of its assets and obligations effective January 1, 1992. This action was taken
to facilitate the subsequent consolidation of all water-related agencies to create the System.

The System has a contract with CPS, to provide recycled water. The revenues derived from the contract have been
excluded from the calculation of Gross Revenues, and are not included in any transfers to the City. The contract is
for a period ending September 2030. The CPS is currently utilizing 40,000 acre feet per year but has the option to
purchase an additional 10,000 acre feet per year. Additionally in September of 1996, the System began providing
reuse water to Mission Del Lago Golf Course.

The System owns the treated effluent from its wastewater treatment plants and has the authority to contract to
acquire and to sell non-potable water outside the water and wastewater system boundaries. The System has
developed a water-recycling program utilizing the wastewater stream. With such program, the System expects



during the next three to five years to make available up to 35,000 acre-feet for non-potable uses including golf
courses and industrial use that are currently being supplied from the Edwards Aquifer. This represents
approximately 20% of the System’s current usage. This infrastructure project will have transmission mains
throughout the City as well as storage and treatment components. The System has appointed a Project Manager and
instituted a project team with members from throughout the organization.

Stormwater Program

The System has executed an agreement dated October 8, 1996, with the City establishing responsibility for various
aspects of data collection and analysis related to the water quality of stormwater. In September 1995, the City and
the System received a draft permit from EPA listing the tasks required for the program. Both entities have begun
the process of modifying or developing operations for execution of these tasks. Annual budgets have been
developed for these operations totaling $8.2 million including $5.1 million for the System’s share of activities.

Chilled Water and Steam Utility

The System operates a thermal plant providing Chilled Water and Steam (“CW&S”) services to 23 customers in the
eastern part of the downtown area. The CW&S Utility had Gross Revenues of $4,234,203 in Fiscal Year 1999 of
which 71% are from governmental entities including the City and federal entities. In October 1996, the City and
SAWS began a dual track approach to study the benefits of public versus private ownership of the chilled water
system. A consultant was hired to assist in the analysis of how best to proceed with the administration and
management of the system, including private versus public management. The study was completed in September,
1997 with a report to the City Council in December 1997 and recommended SAWS maintain ownership of the
system but recommended a number of operational, organizational, maintenance, and system improvements to make
for a more efficiently run system. These improvements are in the process of being implemented and a detailed rate
analysis including a long-term forecast is planned. The City believes that maintaining SAWS ownership of the
plant gives it better control and flexibility since the City is the largest user of the system.

SAWS Year 2000 Computer Issues

The System is currently addressing year 2000 (Y2K) issues relating to its computer systems and other electronic
equipment. The Y2K issue refers to the fact that many computer programs use only the last two digits to refer to a
year. Therefore, both 1900 and 2000 would be referred to as “00”. Computer programs have to be adjusted to
recognize the difference between those two years or the programs will fail or create errors. Also, some programs
may not be able to recognize that Y2K is a leap year.

The System formed a coalition with the City of San Antonio, City Public Service, County of Bexar, Frost National
Bank, N.A., H.E.Butt Grocery Company, United Services Automobile Association (USAA), Southwestern Bell
Telephone Company, various hospitals, military bases and the Local Emergency Planning Committee. The purpose
of the coalition is to share best practices and resources, promote preparedness and assist smaller businesses and
organizations with their Y2K.

From the initial startup in 1996 through fiscal year 1999, the system has expended approximately $2,000,000 for
hardware replacement, software replacement, and professional services. The System has currently budgeted an
additional $200,000 for Y2k contingencies in fiscal year 2000. The critical systems were identified, as those needed
to support core functions. They include water pumping, heating and cooling, sewer collection, sewer treatment,
infrastructure maintenance, quality analysis and business systems. Critical legacy stems identified were customer
service information and billing, and the general work order system.

SAWS uses the System Control and Data Acquisition (“SCADA™) computer systems in both the water production
and water recycling areas. An operator makes decisions on how to operate the system based on feedback from these
SCADA systems and can also use these systems to activate pump motors and operate valves in the system. All
production and recycling facilities have manual override capabilities in the event the SCADA becomes inoperable.
Processes controlled automatically by the SCADA are triggered based on pressure or volume, not date. Therefore,
no interruption in service is expected from the year 2000 problems. SAWS is working to ensure that the level of



service and a constant and reliable water supply will be available to all of our customers as we move into the year

2000.
San Antonio Water System
Summary of Pledged Revenues for Debt Coverage
For the Fiscal Years Ended
5/31/99 5/31/98 5/31/97 5/31/96 5/31/95

Revenues

Water Service $ 80,975,392 $ 74,027,065 $ 67,045,953 $ 71,651,537 $ 67,463,442

Sewer Service 92,775,036 92,095,892 93,947,796 91,424,170 86,136,269

Miscellaneous 8,050,953 7.847.852 11,036,574 8.828.363 8.005.434

Total Revenues

Maintenance and

$ 181,801,381

$ 173,970,809

$ 172,030,323

$ 171,904,070

$ 161,605,145

Operating Expenses $ 100.429.763 $ 93.883.767 $ 92,306,303 $ 79,578,280 $ 74305810
Net Available for Debt

Service $ 81371618 $ 80,087,042 $ 79,724,020 $ 92325790 $ 87.299.335
Debt Service Requirements $ 52,229,892 $ 53,702,505 $ 55,686,718 $ 42,914,100 $ 53,932,450
Coverage of Debt 1.56X 1.49X 1.43X 1.71X 1.62X
Water Customers 282,359 276,897 272,531 268,189 284,120
Sewer Customers 317,664 308,622 299,113 288,696 284,120
Source: City of San Antonio, San Antonio Water System.

Airport System

The City’s airport system consists of the San Antonio International Airport and Stinson Municipal Airport (the
“Airport System”), both of which are owned by the City and operated by its Department of Aviation.

San Antonio International Airport, located on a 2,600-acre site that is adjacent to Loop 410 freeway and U.S.
Highway 281, is eight miles north of the City’s downtown business district. The International Airport consists of
three runways with the main runway measuring 8,502 feet and able to accommodate the largest commercial
passenger aircraft. Its two terminal buildings contain 28 gates. Presently, domestic air carriers providing service to
San Antonio are American Airlines, America West, Atlantic Southeast, Continental, Delta, Midwest Express,
Northwest, Southwest, Sun Country, United, and TWA. Mexicana, Aerolitoral and Aeromar are Mexican airlines
that provide passenger service to Mexico. Architectural plans and specifications have been developed for adding an
8-gate concourse to Terminal I as the need arises. The Airport Master Plan Design allows for an increase from 28 to
60 gates. It is estimated that current gate facilities are being used at 75% of capacity. A variety of services are
available to the traveling public from approximately 245 commercial businesses including nine rental car companies
which lease facilities at the International Airport and Stinson Municipal Airport.

Cargo is one of the fastest growing activities at San Antonio International Airport. The Airport has two designated
cargo areas; the West Cargo Area which was constructed in 1974 and refurbished in 1990 and the East Cargo Area
which was completed in 1992. The East Cargo Area is specially designed for use by all cargo overnight express
carriers. The custom-built cargo facilities in the East Cargo Area are leased to Airborne Express and Federal
Express. An expansion of the cargo apron was completed in 1997 to accommodate future growth and additional
warehouse and office facilities are planned for early 2000. Foreign trade zones exist at both cargo areas should any
of the tenants desire to utilize these facilities. Enplaned and deplaned cargo for 1999 totaled 148,000 tons.

In July, 1996, the City sold $38,000,000 Airport System Improvement Revenue Bonds, Series 1996, of which

approximately $33 million was utilized to construct a new long-term parking garage, as well as a new exit plaza,
additional surface parking and roadway improvements. The parking expansion program was completed in summer,
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1999 and the Airport System operates and maintains approximately 6,200 public parking spaces and 1,000
employee parking spaces for a total of 7,200 parking spaces.

Stinson Municipal Airport, established in 1915 and named for the Stinson family, aviation pioneers, is one of the
country’s first municipally owned airports. Today, Stinson Municipal Airport is a general aviation airport which
serves as the primary reliever airport for the San Antonio International Airport.

The following is a comparative statement of gross revenues and expenses for the five prior fiscal years ending
September 30:

Comparative Statement of Gross Revenues and Expenses
San Antonio Airport System

1999 1998 1997 1996 1995
Revenue $ 38,128,184 $ 37,134,969 $ 35,897,243 $ 35,426,390 $ 32,248,195
Expenses 21,449,007 19,469,337 18,874.441 19,593,232 17,335,575
Net Operating Income $ 16,679,177 $ 17,665,632 $ 17,022 802 $ 15,833,158 $ 14912.620

Source: City of San Antonio, Finance Department.
The following table sets forth the total domestic and international enplaned passengers for the calendar years 1992
through 1999 with year to year increase/decrease as well as percentage change:

Total Domestic and International Enplaned Passengers
San Antonio International Airport

Increase/ Percent
Year Total {Decrease) Change
1992 2,751,043 -- -
1993 2,860,225 109,182 3.97%
1994 3,064,768 204,543 7.15%
1995 3,058,537 (6,232) (0.20%)
1996 3,568,328 509,792 16.67%
1997 3,484,141 (84,187) (2.36%)
1998 3,505,372 21,231 0.61%
1999 3,538,070 32,698 0.93%

Source: City of San Antonio, Aviation Department.

(The remainder of this page intentionally left blank.)



The following table reflects total enplanements and deplanements for international passengers for the calendar years
1992 through 1999:

Total Enplaned/Deplaned International Passengers
San Antonio International Airport

Increase/ Percent
Year Total (Decrease) Change
1992 232,827 -- -
1993 253,321 20,494 8.80%
1994 238,957 (14,364) (5.67%)
1995 141,645 (97,312) (40.72%)
1996 193,843 52,198 36.85%
1997 200,965 7,122 3.67%
1998 246,902 45,937 22.86%
1999 229,397 (17,505) (7.09%)

Source: City of San Antonio, Aviation Department.
Historical aircraft landed weight in 1,000 pound units is presented for the calendar years indicated in the following
table:

Air Carrier Landing Weight
San Antonio International Airport

Increase/ Percent
Year Total (Decrease) Change
1992 5,115,041 - -
1993 5,271,426 156,385 3.06%
1994 5,653,573 382,146 7.25%
1995 5,273,701 (379,872) (6.72%)
1996 5,555,613 281,912 5.35%
1997 5,530,247 (25,367) (0.46%)
1998 5,601,616 71,370 1.29%
1999 5,778,407 176,791 3.16%

Source: City of San Antonio, Aviation Department.

The City has covenanted to levy a tax, if necessary, to provide for the operation and maintenance expenses of the
Airport System. The amount of such tax levy will at no time exceed 5¢ per $100 of assessed valuation of the
taxable property in the City. Such tax is irrevocably pledged to the operation and maintenance of the Airport
System and not to debt. To date, the City has levied no such tax for the Airport System.
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APPENDIX B
SELECTED PROVISIONS OF THE ORDINANCE

SECTION 6. DEFINITIONS. Unless the context shall indicate a contrary meaning or intent, the terms below
defined, for all purposes of this Ordinance, or any ordinance amendatory or supplemental hereto, shall be construed,
are used, and are intended to have meanings as follows:

“Amortization Installment” - With respect to any Term Bonds of any series of Parity Obligations, the amount
of money which is required to be deposited into a mandatory redemption account for retirement of such Term Bonds
(whether at maturity or by mandatory redemption and including redemption premium, if any) provided that the total
Amortization Installments for such Term Bonds shall be sufficient to provide for retirement of the aggregate principal
amount of such Term Bonds.

“Annual Debt Service Requirements” - As of the date of calculation, the principal of and interest on all Parity
Obligations coming due at Maturity or Stated Maturity (or that could come due on demand of the owner thereof other
than by acceleration or other demand conditioned upon default by the City on such debt, or be payable in respect of
any required purchase of such debt by the City) in such Fiscal Year, and, for such purposes, any one or more of the
following rules shall apply at the election of the City:

(1) Committed Take Out. Ifthe City has entered intoa Credit Agreement constituting a binding
commitment within normal commercial practice to discharge any of its Funded Debt at its Stated Maturity
(or, if due on demand, at any date on which demand may be made) or to purchase any of its Funded Debt at
any date on which such Funded Debt is subject to required purchase, all under arrangements whereby the
City's obligation to repay the amounts advanced for such discharge or purchase constitutes Funded Debt, then
the portion of the Funded Debt committed to be discharged or purchased shall be excluded from such
calculation and the principal of and interest on the Funded Debt incurred for such discharging or purchase
that would be due in the Fiscal Year for which the calculation is being made, if incurred at the Stated Maturity
or purchase date of the Funded Debt to be discharged or purchased, shall be added;

2) Balloon Parity Debt. If the principal (including the accretion of interest resulting from
original issue discount or compounding of interest) of any series or issue of Funded Debt due (or payable in
respect of any required purchase of such Funded Debt by the City) in any Fiscal Year either is equal to at least
25% of the total principal (including the accretion of interest resulting from original issue discount or
compounding of interest) of such Funded Debt or exceeds by more than 50% the greatest amount of principal
of such series or issue of Funded Debt due in any preceding or succeeding Fiscal Year (such principal due in
such Fiscal Year for such series or issue of Funded Debt being referred to herein and throughout this
Ordinance as “Balloon Parity Debt”), the amount of principal of such Balloon Parity Debt taken into account
during any Fiscal Year shall be equal to the debt service calculated using the original principal amount of such
Balloon Parity Debt amortized over the Term of Issue on a level debt service basis at an assumed interest rate
equal to the rate borne by such Balloon Parity Debt on the date of calculation;

3) Consent Sinking Fund. In the case of Balloon Parity Debt, if a Designated Financial Officer
shall deliver to the City a certificate providing for the retirement of (and the instrument creating such Balloon
Parity Debt shall permit the retirement of), or for the accumulation of a sinking fund for (and the instrument
creating such Balloon Parity Debt shall permit the accumulation of a sinking fund for), such Balloon Parity
Debt according to a fixed schedule stated in such certificate ending on or before the Fiscal Year in which such
principal (and premium, if any) is due, then the principal of (and, in the case of retirement, or to the extent
provided for by the sinking fund accumulation, the premium, if any, and interest and other debt service
charges on) such Balloon Parity Debt shall be computed as if the same were due in accordance with such
schedule, provided that this clause (3) shall apply only to Balloon Parity Debt for which the installments
previously scheduled have been paid or deposited to the sinking fund established with respect to such debt on
or before the times required by such schedule; and provided further that this clause (3) shall not apply where
the City has elected to apply the rule set forth in clause (2) above;
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4) Prepaid Debt. Principal of and interest on Parity Obligations, or portions thereof, shall not
be included in the computation of the Annual Debt Service Requirements for any Fiscal Year for which such
principal or interest are payable from funds on deposit or set aside in trust for the payment thereof at the time
of such calculations (including without limitation capitalized interest and accrued interest so deposited or set
aside in trust) with a financial institution acting as fiduciary with respect to the payment of such debt; and

(5) Variable Rate. As to any Parity Obligations that bear interest at a variable interest rate
which cannot be ascertained at the time of calculation of the Annual Debt Service Requirement then, at the
option of the City, either (A) an interest rate equal to the average rate borne by such Parity Obligations (or
by comparable debt in the event that such Parity Obligations has not been outstanding during the preceding
24 months) for any 24 month period ending within 30 days prior to the date of calculation, or (B) an interest
rate equal to the 30-year Revenue Bond Index (as most recently published in The Bond Buver), shall be
presumed to apply for all future dates, unless such index is no longer published in The Bond Buyer, in which
case an index of revenue bonds with maturities of at least 20 years which is published in a financial
newspaper or journal with national circulation may be used for this purpose (if two Series of Parity
Obligations which bear interest at variable interest rate, or one or more maturities within a Series, of equal
paramounts, are issued simultaneously with inverse floating interest rates providing a composite fixed interest
rate for such Parity Obligations taken as a whole, such composite fixed rate shall be used in determining the
Annual Debt Service Requirement with respect to such Parity Obligations);

©) Guarantee. In the case of any guarantee, as described in clause (2) of the definition of Debt,
no obligation will be counted as Parity Obligations for the purpose of the definition of “Annual Debt Service
Requirements” unless the City has made such guarantee payable from the Gross Revenues on a parity basis
to the lien created on the Gross Revenues hereby to secure the Parity Obligations, or if the City does not
anticipate in its annual budget that it will make any payments on the guarantee. If, however, the guarantee
is secured by the Gross Revenues, as aforesaid, and the City is making payments on a guarantee or anticipates
doing so in its annual budget, such obligation shall be treated as Parity Obligations and calculations of annual
debt service requirements with respect to such guarantee shall be made assuming that the City will make all
additional payments due under the guaranteed obligation. If the entity whose obligation is guaranteed cures
all defaults and the City no longer anticipates making payments under the guarantee, the guaranteed
obligations shall not be included in the calculation of Annual Debt Service Requirements;

@) Commercial Paper. With respect to any Parity Obligations issued in the form of commercial
paper with maturities not exceeding 270 days, the interest on such Parity Obligations shall be calculated in
the manner provided in clause (5) of this definition and the maturity schedule shall be calculated in the
manner provided in clause (2) of this definition; and

8) Credit Agreement Payments. If the City has entered into a Credit Agreement in connection
with an issue of Debt and secured its obligation under the Credit Agreement from the Gross Revenues on a
parity basis to the lien created on the Gross Revenues hereby to secure the Parity Obligations, payments due
under the Credit Agreement (other than payments for fees and expenses), for either the City or the Credit
Provider, shall be included in such calculation, except to the extent that the payments are already taken into
account under (1) through (7) above and any payments otherwise included above under (1) through (7) which
are to be replaced by payments under a Credit Agreement, from either the City or the Credit Provider, shall
be excluded from such calculation.

With respect to any calculation of historic data, only those payments actually made in the subject period shall
be taken into account in making such calculation and, with respect to prospective calculations, only those
payments reasonably expected to be made in the subject period shall be taken into account in making the
calculation.

“Bond Counsel” - Anattorney or firm of attorneys of nationally recognized standing in the field of law relating
to municipal bonds selected by the City.

“Business Day” - Any day which is not a Saturday, Sunday, legal holiday, or a day on which banking

institutions in The City of New York, New York or in the city where the designated payment office of the Paying
Agent/Registrar is located are authorized by law or executive order to close.
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“City” - The City of San Antonio, Texas and, where appropriate, the City Council thereof.
“Code” - The Internal Revenue Code of 1986, and any amendments thereto.

“Credit Agreement” - Collectively, a loan agreement, revolving credit agreement, agreement establishing a
line of credit, letter of credit, reimbursement agreement, insurance contract, commitments to purchase Parity
Obligations, purchase or sale agreements, interest rate swap agreements, currency exchange agreements, interest rate
floor or cap agreements, or commitments or other contracts or agreements authorized, recognized and approved by the
City as a Credit Agreement in connection with the authorization, issuance, security, or payment of Parity Obligations.

“Credit Facility” - (i) a policy of insurance or a surety bond, issued by an issuer of policies of insurance
insuring the timely payment of debt service on governmental obligations, provided that a Rating Agency having an
outstanding rating on the Parity Obligations would rate the Parity Obligations fully insured by a standard policy issued
by the issuer in its two highest generic rating categories for such obligations; and (ii) a letter or line of credit issued
by any financial institution, provided that a Rating Agency having an outstanding rating on the Parity Obligations
would rate the parity obligations in its two highest generic rating categories for such obligations if the letter or line of
credit proposed to be issued by such financial institution secured the timely payment of the entire principal amount of
the Parity Obligations and the interest thereon.

“Credit Provider” - Any bank, financial institution, insurance company, surety bond provider, or other entity
which provides, executes, issues, or otherwise is a party to or provider of a Credit Agreement.

“Debt” - All:

(1) indebtedness incurred or assumed by the City for borrowed money (including indebtedness
arising under Credit Agreements) and all other financing obligations of the City that, in accordance with
generally accepted accounting principles, are shown on the liability side of a balance sheet;

(2) other indebtedness (other than indebtedness otherwise treated as Debt hereunder) for borrowed
money or for the acquisition, construction, or improvement of property or capitalized lease obligations that
is guaranteed, directly or indirectly, in any manner by the City, or that is in effect guaranteed, directly or
indirectly, by the City through an agreement, contingent or otherwise, to purchase any such indebtedness or
to advance or supply funds for the payment or purchase of any such indebtedness or to purchase property or
services primarily for the purpose of enabling the debtor or seller to make payment of such indebtedness, or
to assure the owner of the indebtedness against loss, or to supply funds to or in any other manner invest in
the debtor (including any agreement to pay for property or services irrespective of whether or not such
property is delivered or such services are rendered), or otherwise; and

(3) indebtedness secured by any mortgage, lien, charge, encumbrance, pledge or other security
interest upon property owned by the City whether or not the City has assumed or become liable for the
payment thereof.

For the purpose of determining the “Debt” of the City, there shall be excluded any particular Debt if, upon or prior to
the Maturity thereof, there shall have been deposited with the proper depository (a) in trust the necessary funds (or
investments that will provide sufficient funds, if permitted by the instrument creating such Debt) for the payment,
redemption, or satisfaction of such Debt or (b) evidence of such Debt deposited for cancellation; and thereafter it shall
not be considered Debt. No item shall be considered Debt unless such item constitutes indebtedness under generally
accepted accounting principles applied on a basis consistent with the financial statements prepared by or for the benefit
of the City in prior Fiscal Years.

“Designated Financial Officer” - The chief financial officer of the City, which is, at the time of adoption of
this Ordinance, the Director of Finance of the City, or such other financial or accounting official of the City so
designated by the City Manager.

“Fiscal Year” - Any twelve consecutive month period established by the City as its “fiscal year.”
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“Funded Debt” - All Parity Obligations created or assumed by the City, either through the use of the proceeds
or by an obligation of the City to pay, guarantee or otherwise provide for the payment thereof which mature by their
terms (in the absence of the exercise of any earlier right of demand), or that are renewable at the option of the City to
a date, more than one year after the original creation or assumption of such debt by the City.

“Government Obligations” - Direct obligations of the United States of America, including obligations the
principal of and interest on which are unconditionally guaranteed by the United States of America, and United States
Treasury obligations such as its State and Local Government Series in book-entry form.

“Gross Revenues” - All of the revenues and income of every nature derived from the operation and ownership
of the Parking System (but exclusive of fines imposed and received by the City for parking violations and, at the City’s
option, funds received from the sale or disposition of any property of the Parking System). Amounts on deposit in a
Pledged Fund which is pledged only to a particular series of Parity Obligations and not to all Parity Obligations, and
the proceeds of the investment thereof, secure the Parity Obligations for which such Pledged Fund was created, and
do not constitute Gross Revenues for the purpose of securing other Parity Obligations.

“Holders,” “Registered Owners” or words of similar import - The registered owners of the Parity Obligations
from time to time as shown in the books kept by the Paying Agent/Registrar as bond registrar and transfer agent.

“Maturity” - When used with respect to any Debt payable in whole or in part from Gross Revenues, the date
on which the principal of such Debt or any installment thereof becomes due and payable as therein provided, whether
at the Stated Maturity thereof or by declaration of acceleration, call for redemption, or otherwise.

“Net Earnings” - Gross Revenues less Operation and Maintenance Expenses, but not depreciation charges or
expenditures which, under generally accepted accounting principles, should be charged to capital expenditures or
unrealized investment gains or losses.

“Operation and Maintenance Expenses” - All reasonable and necessary expenses required for the efficient
operation and maintenance of the Parking System, including, without limitation, lease payments, insurance premiums
and charges for the accumulation of appropriate reserves for self-insurance, paying agent/registrar charges in
connection with Parity Obligations, administrative expenses, salaries, labor, fees, materials, contractual and profes-
sional services, keeping the Parking System in good condition and working order, making all needed repairs, providing
for all needed periodic and non-recurring items of maintenance, and providing for the enforcement of parking laws
and ordinances.

“Other Parking-Related Obligations” - The prorata portion (as determined by the Designated Financial
Officer) of any bonds, notes, certificates of obligation or other obligations heretofore or hereafter issued by the City
which are not secured in whole or in part by a pledge of Gross Revenues, all or a portion of the proceeds of which were
used for the purpose of financing or refinancing the acquisition, construction or improvement of any facilities and
equipment included in the Parking System.

“Outstanding” - When used with respect to Parity Obligations, means, as of the date of determination, all
Parity Obligations theretofore delivered under this Ordinance and any ordinance authorizing additional Parity
Obligations, except:

(1) Parity Obligations theretofore canceled and delivered to the City or delivered to the Paying
Agent/Registrar for cancellation;

(2) Parity Obligations deemed paid pursuant to the provisions of Section 27 of this Ordinance or any
comparable section of any ordinance authorizing additional Parity Obligations;

(3) Parity Obligations upon transfer of or in exchange for and in lieu of which other Parity
Obligations have been authenticated and delivered pursuant to this Ordinance and any ordinance authorizing
additional Parity Obligations; and

(4) Parity Obligations under which the obligations of the City have been released, discharged or
extinguished in accordance with the terms thereof.
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“Parity Obligations” - Collectively, the Series 2000 Bonds and bonds, notes, warrants or other obligations
which the City reserves the right to issue or enter into, as the case may be, in the future under the terms and conditions
provided in Section 20 of this Ordinance and which obligations are equally and ratably secured wholly or in part by
apledge of and lien on the Gross Revenues on a parity with the lien on and pledge of the Gross Revenues which secures
the Series 2000 Bonds.

“Parking System” - All property, facilitics and equipment of any kind now and hereafter owned, leased or
otherwise acquired by the City for the primary purpose of providing off-street parking and on-street parking of vehicles,
together with future improvements, extensions, enlargements and additions thereto, and replacements thereof (but
excluding any parking facilities used in connection with the City’s airport system or adjacent to the Alamodome).
Notwithstanding the foregoing, the term "Parking System" shall not include property, facilities and equipment of any
kind which the City Council declares not to be a part of the Parking System and which are acquired or constructed by
or on behalf of the City with the proceeds from the issuance of “Special Facilities Bonds”, which are hereby defined
as being special revenue obligations of the City which are not payable from Gross Revenues but which are payable from
and equally and ratably secured by other liens on and pledges of any revenues, sources or payments not pledged to the
payment of the Parity Obligations, including, but not limited to, special contract revenues or payments received from
any other legal entity in connection with such facilities.

“Paying Agent/Registrar” - The respective bank, trust company, financial institution or other entity named
in the ordinance authorizing the issuance of each issue of Parity Obligations to provide paying agency and registrar
services in connection with such issue of Parity Obligations.

“Pledged Funds” - With respect to the Series 2000 Bonds, (a) amounts on deposit in the Revenue Fund and
the Debt Service Fund allocable to the Series 2000 Bonds on a prorata basis with all other Parity Obligations, together
with any investment securities or other investments or earnings belonging to said Funds, and (b) amounts on deposit
in the Construction Fund created in accordance with Section 34 hereof.

“Qualified Independent Consultant” - A person, firm, or corporation, independent of the City (i.e., not an
employee or related entity of the City), having a widely known and favorable reputation for special skill, knowledge,
and experience in methods of development, operation and management of vehicular parking systems of size and
character constituting the Parking System.

“Rating Agency” - One or more nationally recognized credit rating agencies then maintaining a rating on the
Parity Obligations at the request of the City.

"Required Operation and Maintenance Fund Balance" - Initially upon delivery of the Series 2000 Bonds an
amount equal to 3,660, 105, and annually thereafter an amount determined by the Designated Financial Officer equal
t0 25% of the budgeted Operation and Maintenance Expenses for that Fiscal Year, which shall be held in the Operation
and Maintenance Fund in accordance with the provisions of this Ordinance.

“Required Repair and Replacement Fund Balance” - Initially upon delivery of the Series 2000 Bonds an
amount equal to §7,500,000, and annually thereafter an amount determined by the Designated Financial Officer not
more than 60 days prior to each Fiscal Year equal to (i) 3.5% of the estimated value of the Parking System before
depreciation as reported in the most recent annual financial statements of the City, plus (ii) to the extent applicable,
3.5% of the construction costs of any new or substantially renovated surface or structured parking facility of the Parking
System.

“Series 2000 Bonds” - The “City of San Antonio, Texas Parking System Revenue Bonds, Series 2000", dated
May 1, 2000, authorized by this Ordinance.

“Series 2000 Project” - The acquisition, construction, and equipping of (i) two multi-level, off-street parking
facilities located in the downtown area of the City, (ii) improvements to existing parking facilities, and (iii) signage
rclated to the Parking System.

“Stated Maturity “ - The annual principal payments of the Parity Obligations payable on the respective dates
set forth in the ordinances which authorize the issuance of such Parity Obligations.
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“Subordinate Lien Obligations” - Any bonds, notes, warrants, leases, guarantees or other obligations issued
by the City that are payable, in whole or in part, from and secured by a lien on and pledge of the Gross Revenues, such
pledge being subordinate and inferior to the lien on and pledge of the Gross Revenues that are or will be pledged to
the payment of any Parity Obligations.

“Term Bonds™ - Those Parity Obligations so designated in the ordinances authorizing such obligations which
shall be subject to retirement by operation of mandatory “sinking fund” redemptions.

“Term of Issue” - With respect to any Balloon Parity Debt, a period of time equal to the greater of (i) the
period of time commencing on the date of issuance of such Balloon Parity Debt and ending on the final maturity date
of such Balloon Parity Debt or (ii) twenty-five years.

SECTION 7. PLEDGE; SECURITY AND PAYMENTS. The Series 2000 Bonds are special obligations
of the City, payable on a parity basis with all other Parity Obligations, from and secured by the Gross Revenues. The
Series 2000 Bonds are additionally secured by the Pledged Funds. The Gross Revenues are hereby pledged to the
payment of the principal of, premium, if any, and interest on the Series 2000 Bonds as the same shall become due and
payable; and the Gross Revenues are further pledged to the establishment and maintenance of the Pledged Funds, to
the extent hereinafter provided. The Series 2000 Bonds are and will be secured by and payable only from the Gross
Revenues and the Pledged Funds, and are not secured by or payable from a mortgage or deed of trust on any properties,
whether real, personal, or mixed of the City. The City agrees to pay the principal of, premium, if any, and the interest
on the Series 2000 Bonds when due, whether by reason of maturity or redemption.

SECTION8. RATES AND CHARGES; COVENANTS RELATING TO GROSS REVENUES. (a) Rate
Covenant. So long as the Parity Obligations are outstanding, the City shall establish, charge and collect Gross
Revenues sufficient to produce Net Earnings in each Fiscal Year at least equal to the Annual Debt Service
Requirements for Parity Obligations coming due during such Fiscal Year until the two off-street parking facilities being
constructed with proceeds of the Series 2000 Bonds and constituting the primary portion of the Series 2000 Project
have been in operation for one complete Fiscal Year, and thereafter at least equal to 125% of the average Annual Debt
Service Requirements for the Outstanding Parity Obligations.

(b) Anticipated Deficit. If the City determines, for any reason whatsoever, that there are not anticipated to
be Gross Revenues sufficient to meet the covenant described in subsection (a) of this Section, then the City shall fix,
levy, charge, and collect such rentals, rates, fees, or other charges of the Parking System, effective at such times and
in such amounts, without any limitation whatsoever, as will be at least sufficient to provide the money for making when
due all such financial obligations of the City. Any adjustments in the rate or manner of charging for any rentals, rates,
fees, or other charges included in Gross Revenues will be based upon a certificate and recommendation of the
Designated Financial Officer, delivered to the City Council, as to the rates and anticipated collection of the Gross
Revenues by the City (after taking into account the anticipated effect the proposed adjustments in such rentals, rates,
fees, or other charges would have on the receipt of Gross Revenues) which will be anticipated to result in Gross
Revenues being sufficient to meet all financial obligations of the City described in subsection (a) of this section.

(c) Actual Deficit. If, in any Fiscal Year, the Gross Revenues are insufficient to meet the covenant described
in subsection (a) of this Section, within 30 days of the receipt of the audited financial statements of the City for such
Fiscal Year, the City shall engage a Qualified Independent Consultant to review and analyze the financial status and
operations of the Parking System, and to submit, within 60 days thereafter, a written report to the City recommending
revisions of the rates, fees and charges of the Parking System and the methods of operation of the Parking System that
will result in producing the amount so required in the then following Fiscal Year. Promptly upon its receipt of such
recommendations, the City shall revise the rates, fees and charges of the Parking System, or alter the methods of
operation of the Parking System, and shall take such other action as will conform with such recommendations.

SECTION 9. CREATION OF FUNDS. (a) Creation of Revenue Fund and Debt Service Fund. There is
hereby created and maintained on the financial records of the City, for the prorata benefit of all Parity Obligations, the
following funds:

a. “City of San Antonio Parking System Revenue Fund” (herein called the “Revenue Fund”); and

b. “City of San Antonio Parking System Debt Service Fund” (herein called the “Debt Service Fund”.
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(b) Creation of Operation and Maintenance Fund, Repair and Replacement Fund, and Parking System
Facilitics Fund. There is hereby created and maintained on the financial records of the City the following funds, none
of which is a Pledged Fund, and none of which is pledged for the benefit of the Parity Obligations:

1) “City of San Antonio Parking System Operation and Maintenance Fund’ (herein called the
“Operation and Maintenance Fund™);

) “City of San Antonio Parking System Repair and Replacement Fund” (herein called the “Repair and
Replacement Fund™); and

3) “City of San Antonio Parking System Facilities Fund” (herein called the “Facilities Fund”),

(c) Creation of Construction Funds. The City may establish a project construction fund in connection with
the issuance of any series of Parity Obligations issued for the purpose of providing funds for the acquisition,
construction, improvement, and equipment of parking facilities. Fach project construction fund may be designated
by the City as a Pledged Fund for the benefit of the series of Parity Obligations in connection with which such fund
was created. The City also may establish a construction fund for the purpose of depositing any funds received from
the sale of any assets of the Parking System if the City is able to satisfy the requirements of Sections 29, 30 and 31 of
this Ordinance and elects to use such funds to acquire or make improvements to the Parking System.

(d) Creation of Subaccounts. For ease of administration, the City may establish in the Revenue Fund or the
Debt Service Fund subaccounts for each series of Parity Obligations, and if such subaccounts are established, the City
shall deposit to such subaccounts a prorata amount of the Gross Revenues. Notwithstanding the establishment of such
subaccounts, the Gross Revenues on deposit in such Funds shall secure all Parity Obligations equally and ratably.

SECTION 10. REVENUE FUND. (a) Deposit of Gross Revenues. The City hereby covenants and agrees that
Gross Revenues shall be deposited upon receipt to the credit of the Revenue Fund.

(b) Flow of Funds. Gross Revenues on deposit in the Revenue Fund shall be applied to the extent required
for the following uses in the order of priority shown below:

FIRST: DEBT SERVICE FUND: To the Debt Service Fund (or subaccounts therein) on the dates and in
the amounts set forth in Section 11 of this Ordinance;

SECOND: OPERATION AND MAINTENANCE FUND: To the Operation and Maintenance Fund, on the dates
and in the amounts set forth in Section 12 of this Ordinance; provided, however, that any
transfers to the Operation and Maintenance Fund may not occur prior to making the full
monthly deposits required in subparagraph FIRST immediately above);

THIRD: SUBORDINATE LIEN OBLIGATIONS: To the funds and accounts established by ordinances of the
City providing for the payment and security of Subordinate Lien Obligations hereafter issued,
if any, with such deposits to be made in approximately equal monthly deposits on the dates and
in the amounts as provided in each ordinance of the City authorizing the issuance of such
Subordinate Lien Obligations; provided, however, that any transfers to such funds and accounts
may not occur prior to making the full monthly deposits required in subparagraph SECOND
immediately above),

FOURTH: OTHER PARKING-RELATED OBLIGATIONS FUND: To the Other Parking-Related Obligations
Fund on the dates and in the amounts set forth in Section 13 of this Ordinance; provided,
however, that any transfers to the Other Parking-Related Obligations Fund may not occur prior
to making the full monthly deposits required in subparagraph THIRD immediately above);

FIFTH: REPAIR AND REPLACEMENT FUND: To the Repair and Replacement Fund, on the dates and in
the amounts set forth in Section 14 of this Ordinance; provided, however, that any transfers to
the Repair and Replacement Fund may not occur prior to making the full monthly deposits
required in subparagraph THIRD above); and
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SIXTH: FACILITIES FUND: To the Facilities Fund, all Gross Revenues remaining on deposit in the
Revenue Fund after making the full monthly deposits required in subparagraph FIFTH
immediately above.

SECTION 11. DEBT SERVICE FUND. (a) Use of Funds. The City hereby covenants that the Debt Service
Fund shall be established and maintained, and the funds deposited therein shall be used, only for the purpose of paying
the principal of and interest on Parity Obligations.

(b) Deposit of Accrued Interest and Capitalized Interest. Immediately after the delivery of any series of Parity
Obligations, all accrued interest from the sale and delivery of such Parity Obligations and all proceeds representing
capitalized interest, as determined by the Designated Financial Officer, shall be deposited to the credit of the Debt
Service Fund.

(c) Monthly Interest Deposits. On or before the 25th day of the month following delivery of each series of
Parity Obligations, and on or before the 25th day of each month thereafter, there shall be deposited into the Debt
Service Fund in approximately equal monthly installments an amount as will be sufficient, together with other
amounts, if any, then on deposit therein and available for such purpose, to pay the interest scheduled to come due on
such Parity Obligations on the next interest payment date.

(d) Monthly Principal Deposits. On or before the 25th day of each month, commencing with the twelfth
(12th) month preceding the first principal payment date for a series of Parity Obligations, or commencing with the
month immediately following the issuance of any series of Parity Obligations if delivery of such series of Parity
Obligations is made less than 12 months preceding the first principal payment date for such series of Parity
Obligations, there shall be deposited into the Debt Service Fund in approximately equal monthly installments an
amount as will be sufficient, together with other amounts, if any, then on deposit therein and available for such
purpose, to pay the principal of the Parity Obligations scheduled to mature on the next succeeding maturity date.

(¢) Deposits for Optional Redemptions. On or before any optional redemption date sct by the City for any
Parity Obligations, there shall be deposited into the Debt Service Fund an amount as will be sufficient to pay the
principal of, premium, if any, and interest on the Parity Obligations scheduled to be redeemed on such optional
redemption date.

SECTION 12. OPERATION AND MAINTENANCE FUND. (a) Use of Funds. The City hereby covenants
that the Operation and Maintenance Fund shall be established and maintained, and the funds deposited therein shall
be used, only for the purpose of paying Operation and Maintenance Expenses.

(b) Initial Deposit of Bond Proceeds. Upon delivery of the Series 2000 Bonds, the City shall deposit
$1,660,105 into the Operation and Maintenance Fund (of which $7,500,000 shall come from available funds of the
City and 8160, 105 shall come from proceeds of the Series 2000 Bonds), which amount shall be the initial Required
Operation and Maintenance Fund Balance. The City hereby agrees and covenants that in the event the amount on
deposit in the Operation and Maintenance Fund falls below the Required Operation and Maintenance Fund Balance,
the City shall within 90 days replenish such Fund from any funds of the City available for such purpose (including
inter-fund transfers) until the amount is at least equal to the Required Operation and Maintenance Fund Balance if the
Required Operation and Maintenance Fund Balance has not been restored to the required amount.

(c) Monthly Deposits. On or before the 25th day of the month following delivery of the Series 2000 Bonds,
and on or before the 25th day of each month thereafter, there shall be deposited into the Operation and Maintenance
Fund an amount equal to approximately one-twelfth (1/12) of the annual budgeted Operation and Maintenance
Expenses for such Fiscal Year (or such greater amount as the Designated Financial Officer deems necessary to meet
expected Operation and Maintenance Expenses during the ensuing month), together with an additional amount as shall
be required to maintain the Required Operation and Maintenance Fund Balance.

SECTION 13. OTHER PARKING-RELATED OBLIGATIONS FUND. (a) Use of Funds. Funds on
deposit in the Other Parking-Related Obligations Fund shall be used for the purpose of paying the debt service on Other
Parking-Related Obligations on the dates and in the amounts as provided in the respective ordinances of the City
authorizing the issuance of such Other Parking-Related Obligations. The Designated Financial Officer is authorized
to transfer funds on deposit therein to the appropriate funds and accounts of the City which have been established by
ordinances of the City to provide for the payment and security of such Other Parking-Related Obligations in the
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amounts and on the dates deemed necessary and appropriate to timely pay debt service on the Other Parking-Related
Obligations.

(b) Initial Deposit. Upon delivery of the Series 2000 Bonds, the City shall deposit into the Other Parking-
Related Obligations Fund from available funds of the City an amount not less than $1,112,839.

(¢) Monthly Deposits. While any Other Parking-Related Obligations are outstanding, the City may deposit,
at the option of the Designated Financial Officer, into the Other Parking-Related Obligations Fund, on or before the
25th day of each month, an amount determined by the Designated Financial Officer (after taking into consideration
other expenditures which the Designated Financial Officer anticipates will be required to be made from Gross Revenues
either pursuant to the requirements of this Ordinance or elsewhere) to pay all or a portion of the principal and interest
scheduled to come due on such Other Parking-Related Obligations on the next respective payment date as provided
in the respective ordinances which authorized the issuance of such Other Parking-Related Obligations.

SECTION 14, REPAIR AND REPLACEMENT FUND. (a) Use of Funds. The Repair and Replacement
Fund shall be used for the purpose of paying the costs of improvements, enlargements, extensions, additions,
replacements, or other capital expenditures related to the Parking System, or for paying the costs of unexpected or
extraordinary repairs or replacements of the Parking System for which Gross Revenues are not available, or for paying
unexpected or extraordinary expenses of operation and maintenance of the Parking System for which Gross Revenues
are not otherwise available. In addition, in the event there are insufficient funds on deposit in the Other Parking-
Related Obligations Fund to fully fund the payment of principal and/or interest on any principal or interest payment
date for Other Parking-Related Obligations, funds on deposit in the Repair and Replacement Fund may be transferred
to the Other Parking-Related Obligations Funds to satisfy any such insufficiency.

(b) Initial Deposit and Required Balance. Upon delivery of the Series 2000 Bonds, the City shall deposit into
the Repair and Replacement Fund, from proceeds of the Series 2000 Bonds, an amount equal to 87,500,000, which
represents the initial Required Repair and Replacement Fund Balance. The Designated Financial Officer annually
shall evaluate the value of the Parking System to determine the Required Repair and Replacement Fund Balance.
Should the amount in any given year on deposit in the Repair and Replacement Fund be less than the Required Repair
and Replacement Fund Balance, the City hereby covenants and agrees to make monthly deposits described in Section
14(c) below until the required amount is attained.

(¢) Monthly Deposits. When and so long as the money and investments in the Repair and Replacement Fund
total not less than the Required Repair and Replacement Fund Balance, no deposits need be made to the credit of the
Repair and Replacement Fund; but when and if the Repair and Replacement Fund at any time contains less than the
Required Repair and Replacement Fund Balance, the City covenants and agrees to cure the deficiency in the Repair
and Replacement Fund within sixty (60) months from the date the deficiency in funds occurred by making monthly
deposits on or before the 25th day of each month following the month such deficiency first occurred of not less than
1/60th of the amount of such deficiency.

SECTION 15. FACILITIES FUND. (a) Use of Funds. Funds on deposit in the Facilities Fund may be used
for any lawful purpose including, but not limited to, making deposits to the Debt Service Fund, the Operation and
Maintenance Fund, the Other-Parking Related Obligations Fund, the Repair and Replacement Fund and any debt
service fund or debt service reserve fund created and established to secure the payment of any Subordinate Lien
Obligations in the event Gross Revenues on deposit in the Revenue Fund during any month are insufficient to make
the transfers and deposits to such funds as required or permitted by this Ordinance.

(b) Initial Deposit. Upon delivery of the Series 2000 Bonds, the City shall deposit into the Facilities Fund
from available funds of the City an amount not less than $500,000.

(c) Monthly Deposits. Subject to making the full monthly deposits as required by this Ordinance into the Debt
Service Fund, the Operation and Maintenance Fund and the Repair and Replacement Fund, into any debt service fund
or debt service reserve fund required by any ordinance authorizing the issuance of Subordinate Lien Obligations, and
into the Other Parking-Related Obligations Fund (at the option of the Designated Financial Officer), all excess Gross
Revenues on deposit in the Revenue Fund shall be deposited on or before the 25th day of each month into the Facilities
Fund.

SECTION 16, DEFICIENCIES. In the event there are insufficient funds available in any month to permit
the required monthly deposits to any Fund in accordance with the provisions of Section 10(b) hereof, amounts
equivalent to such deficiencies shall be set apart and paid into the respective Fund from the first available and
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unallocated Gross Revenues in the next following month or months, and such payments shall be in addition to the
monthly amounts otherwise required to be paid into said Funds during such month or months.

SECTION 17. SECURITY OF FUNDS. All money on deposit in the special funds for which this Ordinance
makes provision (except any portions thereof as may be at any time properly invested) shall be secured in the manner
and to the fullest extent required by the laws of the State of Texas for the security of public funds.

SECTION 18. INVESTMENTS. Funds on deposit in any Fund created by this Ordinance or any fund created
by an ordinance authorizing the issuance of additional Parity Obligations may be invested from time to time in any
investment authorized by applicable law, including but not limited to the Public Funds Investment Act (Chapter 2256,
Texas Government Code), and the City's investment policy adopted in accordance with the provisions of the Public
Funds Investment Act; provided, however, that investments purchased for and held in the Debt Service Fund shall have
a final maturity no later than the next principal or interest payment date for which such funds are required, and
investments purchased for and held in any Construction Fund shall have a final maturity of not later than the date the
City reasonably expects the funds from such investments will be required to pay costs of the projects for which the
Parity Obligations were issued. Income and profits from such investments shall be deposited in the respective Fund
which holds such investments; provided, however, any such income and profits from investments in any Construction
Fund may be withdrawn by the City and deposited in the Debt Service Fund to pay all or a portion of the interest next
coming due on the Bonds. It is further provided, however, that any interest earnings on proceeds of Parity Obligations
which are required to be rebated to the United States of America pursuant to Section 29 hereof in order to prevent such
Parity Obligations from being arbitrage bonds shall be so rebated and not considered as interest earnings for the
purposes of this Section.

SECTION 19. TRANSFER OF FUNDS TO THE PAYING AGENT/REGISTRAR. On or before an
interest or principal payment date for the Parity Obligations, the City shall cause a transfer of funds on deposit in the
Debt Service Fund to be made to the Paying Agent/Registrar in the amounts calculated as fully sufficient to pay and
discharge promptly, as due, each installment of principal of, premium, if any, and interest pertaining to the Parity
Obligations. In the event Parity Obligations may be called for redemption prior to maturity, and are called for
redemption by the City, the City shall cause amounts calculated as sufficient to pay and discharge such Parity
Obligations (including accrued interest and premium, if any) so called for redemption to be transferred to the Paying
Agent/Registrar on or before the date fixed for the redemption of such Parity Obligations.

SECTION 20. ISSUANCE OF ADDITIONAL PARITY OBLIGATIONS. (a) Conditions for the Issuance
of Additional Parity Obligations. Subject to the provisions hereinafter appearing as conditions precedent which must
be satisfied, the City reserves the right to issue, from time to time as needed, additional Parity Obligations for any
lawful purpose. Such Parity Obligations may be issued in such form and manner as now or hereafter authorized by
the laws of the State of Texas for the issuance of evidences of indebtedness or other instruments, and should new
methods or financing techniques be developed that differ from those now available and in normal use, the City reserves
the right to employ the same in its financing arrangements provided only that the following conditions precedent for
the authorization and issuance of the same are satisfied, to wit:

(1) No Default/‘Compliance with Covenants. The Designated Financial Officer shall have
executed a certificate stating (a) that, to the best of his or her knowledge and belief, the City is not then in
default as to any covenant, obligation or agreement contained in any ordinance or other proceeding relating
to any obligations of the City payable in whole or in part from, and secured by a lien on and pledge of, the
Gross Revenues that would materially affect the security or payment of the Parity Obligations, and (b) either
(1) payments into all special funds or accounts created and established for the payment and security of all
Outstanding Parity Obligations have been made and that the amounts on deposit in such special funds or
accounts are the amounts then required to be on deposit therein or (ii) the application of the proceeds of sale
of such Parity Obligations then being issued will cure any such deficiency.

(2) Historical Net Earnings Test. The Designated Financial Officer shall have executed a
certificate to the effect that, according to the books and records of the City, the Net Earnings for the preceding
Fiscal Year or for a 12 consecutive month period out of the 18 consecutive months immediately preceding the
month the ordinance authorizing the issuance of the Parity Obligations is adopted are equal to at least 1.25
times the average Annual Debt Service Requirements for all Parity Obligations then Outstanding.
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(3) Pro Forma Net Earnings Test. The Designated Financial Officer shall have executed a
certificate to the effect that, according to the books and records of the City, the Net Earnings for the preceding
Fiscal Year or for a 12 consecutive month period out of the 18 consecutive months immediately preceding the
month the ordinance authorizing the issuance of the Parity Obligations is adopted, plus any Net Earnings to
be realized in the first 12 months of operation of such new parking facility being financed with such additional
Parity Obligations (as forecast by a Qualified Independent Consultant), are projected to be equal to at least
1.25 times the average Annual Debt Service Requirements for all Parity Obligations then Outstanding and
the additional Parity Obligations proposed to be issued. In making the determination of the Net Earnings,
the Designated Financial Officer may take into consideration (i) the forecast provided by a Qualified
Independent Consultant described in the preceding sentence, and (ii) a change in the rates and charges of the
Parking System that became effective at least sixty (60) days prior to the last day of the period for which Net
Earnings are determined and, for purposes of satisfying the above Net Earnings test, make a pro forma
determination of the Net Earnings of the City for the period of time covered by this certification based on such
forecast of additional Net Earnings provided by such additional parking facility and such change in rates and
charges being in effect for the entire period covered by the Designated Financial Officer’s certificate.

(b) Refundings. Subject to the provisions of subsection (a) of this Section, Parity Obligations may be issued
from time to time (pursuant to any law then available) for the purpose of refunding Outstanding Parity Obligations and
Subordinate Lien Obligations upon such terms and conditions as the governing body of the City may deem to be in the
best interest of the City and, if less than all Outstanding Parity Obligations are refunded or if any Subordinate Lien
Obligations are refunded, the proposed refunding Parity Obligations shall be considered as additional Parity
Obligations under the provisions of this Section, but the certificates required in subsection (a) of this Section shall give
effect to the issuance of the proposed refunding Parity Obligations (and shall not give effect to any Parity Obligations
being refunded following their cancellation or provision being made for their payment).

(¢) Refundings of Other Parking-Related Obligations. Parity Obligations may be issued for the purpose of
refunding Other Parking-Related Obligations upon such terms and conditions as the governing body of the City may

deem in the best interest of the City.

(d) Maturity Date for Additional Parity Obligations. The principal of all additional Parity Obligations must
be scheduled to be paid or mature only on August 15 of a given year, and interest must be scheduled to be paid or
mature only on February 15 and August 15 of a given year.

SECTION21. NO SUPERIOR LIENS. The City will not hereafter issue any additional bonds, notes, or other
obligations or create or issue evidences of indebtedness for any purpose possessing a lien on the Gross Revenues
superior to that to be possessed by the Parity Obligations. The City, however, retains the right to create and issue or
incur Parity Obligations in accordance with Section 20 hereof and the right to create and issue or incur Subordinate
Lien Obligations.

SECTION 22. METHOD OF AMENDMENT. The City hereby reserves the right to amend this Ordinance
subject to the following terms and conditions, to-wit:

(@ The City may from time to time, with notice to each Credit Provider but without the consent of any
Holder, except as otherwise required by paragraph (b) below, amend or supplement this Ordinance in order to (i) cure
any ambiguity, defect or omission in this Ordinance that does not materially adversely affect the interests of the
Holders, (ii) grant additional rights or security for the benefit of the Holders, (iii) add events of default as shall not be
inconsistent with the provisions of this Ordinance and which shall not materially adversely affect the interests of the
Holders, (v) qualify this Ordinance under the Trust Indenture Act of 1939, as amended, or corresponding provisions
of federal laws from time to time in effect, or (vi) in connection with any other change (other than any change described
in clauses (1) through (5) of subsection (b) below) with respect to which the City receives written confirmation from
each Rating Agency that such amendment would not cause such Rating Agency to withdraw or reduce its then current
rating on the Parity Obligations.

(b) Except as provided in paragraph (a) above, each Credit Provider and the Holders of Parity Obligations
aggregating a majority in principal amount of the aggregate principal amount of then Outstanding Parity Obligations
which are the subject of a proposed amendment or are affected by a proposed amendment shall have the ri ght from time
to time to approve any amendment hereto which may be deemed necessary or desirable by the City; provided, however,
that without the consent of 100% of the Holders in aggregate principal amount of the then Outstanding Parity
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Obligations affected by such amendment, nothing herein contained shall permit or be construed to permit amendment
of the terms and conditions of this Ordinance or in any of the Parity Obligations affected by such amendment so as to:

(1)  Make any change in the maturity of any of such Parity Obligations;
(2)  Reduce the rate of interest borne by any of such Parity Obligations;

(3)  Reduce the amount of the principal of, or redemption premium, if any, payable on any of such
Parity Obligations;

(4)  Modify the terms of payment of principal or of interest or redemption premium on such
Outstanding Parity Obligations or any of them or impose any condition with respect to such
payment; or

(5)  Change the minimum percentage of the principal amount of the Parity Obligations necessary
for consent to such amendment.

(c) Whenever the City shall desire to make any amendment or addition to or rescission of this Ordinance
requiring consent of each Credit Provider and/or the Holders of the Parity Obligations, the City shall cause notice of
the amendment, addition, or rescission to be sent by first class mail, postage prepaid, to (i) each Credit Provider, and
(i) the Holders (if the Holders of all Parity Obligations or at least a majority in aggregate principal amount of the Parity
Obligations are required to consent) at the respective addresses shown on the Registration Books. Whenever at any
time within one year after the date of the giving of such notice, the City shall receive an instrument or instruments in
writing executed by each Credit Provider and the Holders of all or a majority (as the case may be) in aggregate
principal amount of the Parity Obligations then outstanding affected by any such amendment, addition, or rescission
requiring the consent of the Holders, which instrument or instruments shall refer to the proposed amendment, addition,
or rescission described in such notice and shall specifically consent to and approve the adoption thereof in substantially
the form of the copy thereof referred to in such notice, thereupon, but not otherwise, the City may adopt such
amendment, addition, or rescission in substantially such form, except as herein provided.

(d) No Holder may thereafter object to the adoption of any amendment, addition, or rescission which is
accomplished pursuant to and in accordance with the provisions of this Section, or to any of the provisions thereof, and
such amendment, addition, or rescission shall be fully effective for all purposes.

(e) Any consent given by the Holder of a Parity Obligation pursuant to the provisions of this Section shall
be irrevocable for a period of six months from the date of the publication of the notice provided for in this Section, and
shall be conclusive and binding upon all future Holders of the same Parity Obligation during such period. Such consent
may be revoked at any time after six months from the date of the publication of said notice by the Holder who gave such
consent, or by a successor in title, by filing notice with the City, but such revocation shall not be effective if the holders
of a majority in aggregate principal amount of the affected Parity Obligations then Outstanding, have, prior to the
attempted revocation, consented to and approved the amendment.

(f) For the purposes of establishing ownership of the Parity Obligations, the City shall rely solely upon the
registration of the ownership of such Parity Obligations on the registration books kept by the Paying Agent/Registrar.

SECTION 23. GENERAL COVENANTS. The City further represents, covenants, and agrees that while any
Parity Obligations or interest thereon is Outstanding:

(a) Payment of Parity Obligations. On or before each payment date the City shall make available to the
Paying Agent for such Parity Obligations or to such other party as required by a ordinance authorizing the issuance
of Parity Obligations, money sufficient to pay the interest on, principal of, and premium, if any, on the Parity
Obligations as will accrue or otherwise come due or mature, or be subject to mandatory redemption prior to Maturity,
on such date and the fees and expenses related to the Parity Obligations, including the fees and expenses of the Paying
Agent and any Registrar, trustee, remarketing agent, tender agent, or Credit Provider.

(b) Performance. It will faithfully perform at all times any and all covenants, undertakings, stipulations, and
provisions contained in this Ordinance and in each ordinance authorizing the issuance of Parity Obligations, and in
each and every Parity Obligation or evidence thereof,



(c) Lawful Title. The City lawfully owns, has title to, or is lawfully possessed of the lands, buildings, and
facilities now constituting the Parking System, and the City will defend said title and title to any lands, buildings, and
facilities which may hereafter become part of the Parking System for the benefit of the owners of Parity Obligations
against the claims and demands of all persons whomsoever.

(d) Lawful Authority. It is lawfully qualified to operate the Parking System and all services afforded by the
City related thereto, and further to pledge the Gross Revenues and Pledged Funds herein pledged in the manner
prescribed herein and has lawfully exercised such right. It will operate and continuously maintain the Parking System
while any Parity Obligations are Outstanding and unpaid.

(¢) Preservation of Lien; Maintenance of Parking System. It will not do or suffer any act or thing whereby
the pledge of the Gross Revenues and Pledged Funds might or could be impaired, and that it will at all times maintain,
preserve, and keep the real and tangible property of the Parking System and every part thereof in good condition,
repair, and working order and operate, maintain, preserve, and keep the facilities, buildings, structures, and equipment
pertaining thereto in good condition, repair, and working order.

(D No Additional Encumbrance. It shall not incur additional Debt secured by the Gross Revenues in any
manner, except as permitted by this Ordinance in connection with Parity Obligations, unless said Debt is made junior
and subordinate in all respects to the liens, pledges, covenants, and agreements of this Ordinance and any ordinance
authorizing the issuance of Parity Obligations. Notwithstanding anything to the contrary contained herein, Gross
Revenues not needed to pay the debt service on Parity Obligations and to maintain the funds and accounts established
herein and to be established in each ordinance authorizing the issnance of Parity Obligations, and to pay debt service
on Debt that is junior and subordinate thereto may be used by the City for any lawful purpose.

(8) Records. It will keep proper books of record and account in which full, true, and correct entries will be
made of all dealings, activities, and transactions relating to the City. Each year while Parity Obligations are
Outstanding, the City will cause to be prepared from such books of record and account an annual financial report of
the City.

(h) Inspection of Books. It will permit any owner or owners of twenty-five percent (25%) or more of the then
Outstanding principal amount of any series of Parity Obligations at all reasonable times to inspect all records, accounts,
and data of the City relating to the Parking System.

(1) Determination of Outstanding Parity Obligations. For all purposes of this Ordinance, the judgment of the
Designated Financial Officer shall be deemed final in the determination of which obligations of the City constitute
Parity Obligations.

() Sale, Disposition, Encumbrance or Abandonment of Property. So long as any of the Parity Obligations

remain Outstanding, the City will not sell, dispose of, encumber or abandon the Parking System or any substantial part
thereof; provided however, that, subject to the provisions of Sections 29, 30 and 31 hereof, this covenant shall not be
construed to prohibit the sale, disposition or abandonment in accordance with prudent business practices of (i) such
machinery, equipment or other property of the Parking System (including surface parking lots) (A) which has become
obsolete or otherwise unsuited to the efficient operation of the Parking System, or (B) which does not materially reduce
the Net Earnings of the Parking System, or (ii) any other revenue generating facilities of the Parking System if (A) such
facilities are replaced with other facilities which are projected by the Desi gnated Financial Officer to produce revenues
in substantially the same or greater amount as the replaced facilities after such new facilities have been in operation
for a 12 month period, or (B) proceeds received from the sale, disposal or abandonment of such facilities are used to
pay or defease Outstanding Parity Obligations.
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APPENDIX C

The information contained in Appendix C consists of selected portions of the City’s Annual Financial Report for the
fiscal year ended September 30, 1999 selected by the City of San Antonio for inclusion herein, and is not intended to
be a complete statement of the Issuer’s financial condition. Reference is made to the Comprehensive Annual
Financial Report for further information.



CITY OF SAN ANTONIO

© ) 83x 33199096
SAN ANTONIO TEXAS3 782833365

January 26, 2000
To the Honorable Mayor and City Council:

It is my pleasure to submit the City of San Antonio’s Comprehensive Annual Financial Report (CAFR) for the
fiscal year ended September 30, 19¢9. Through our dedication and commitment to excellence, the City
improved its financial position as evidenced by the increased rating from the nationally recognized rating
agency: Fitch IBCA, Inc. from AA to AA+ in 1999. The City also maintained its bond ratings with Standard &
Poor’s Ratings which was upgraded to AA+ in 1998 and Moody’s Investor Service at Aa2.

This report is prepared and presented by the City’s Finance Department. Accordingly, the responsibility for the
accuracy, completeness and faimness of the data and presentation, including ail disclosures, rests with the City of
San Antonio. The financial stat ts and suppl tal schedules contained herein have been audited by the
public accounting firms KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams, CPA. As reflected
in the City’s independent auditors’ report, the data in the CAFR, including the City’s financiai position, results of
our operations. and the liquidity of its various funds and account groups is presented fairly in all material
respects.

The Comprehensive Annual Financiai Report is presented in three sections: [ntroductory, Financial, and
Statistical.

o The Introductory Section contains the transmittal letter, a copy of the Government Finance Officers
Association Certificate of Achievement for Excellence in Financial Reporting, City of San Antonio
organizational chart, and a list of principal officials.

o The Financial Section includes the independent auditors’ report, the general purpose financial statements,
and the combining individual fund and account group financial statements.

e The Statistical Section consists of selected financial and demographic information presented on a multi-
year basis.

In addition to meeting the requirements set forth in State statutes, the audit was also designed to meet the
requirements of the Single Audit Act Amendments of 1996 and related OMB Circular A-133, and the State of
Texas Single Audit Circular. The Independent Auditor’s Report on the general purpose financial statements,
combining and individual fund statements. and required disclosures and schedules are included in the Financial
Section of this CAFR. The Independent Auditor’s Report along with other required reports and schedules
mandated by the Single Audit Act Amendments of 1996, OMB Circular A-133, and the State of Texas Single
Audit Circular are in a separate document. The City prepares and submits recommendations on any single audit
findings of noncompliance with applicable regulations tor corrective action in order to achieve compliance in the
future.

THE REPORTING ENTITY AND CITY SERVICES
Reporting Entity

The City of San Antonio is a home rule City that was incorporated in 1837 and chartered in 1951. it is structured
as a Council-Manager form of government with a Mayor and ten Council Members each serving two year terms,
limited to two concurrent terms. San Antonio is located in South Central Texas, approximately 75 miles south of
the State Capital in Austin. It serves as the county seat for Bexar County, and as of September 30. 1999, its
geographic area was approximately 417.1 square miles. The United States Census Bureau, cites the City of San
Antonio as the eighth largest City in the country. The estimated population grew from 1,171,700 in calendar year
1998 to 1,192,300 in 1999, an increase of 1.76% or 20,600.

Pursuant to the reporting standards contained in Governmental Accounting Standards Board (GASB) Statement
#14, “The Reporting Entity,” other related entities are included in the Comprehensive Annual Financial Report as
blended or discretely presented component units. Blended component units are those entities that are considered
as part of the city’s operations but are legally separate entities. Those entities are the City of San Antonio Health
Facilities Development Corporation, the City of San Antonio Industrial Development Authority, the San Antonio
Fire and Police Pension Fund, and the San Antonio Fire and Police Retiree Health Care Fund.

Entities that require discrete presentation are the San Antonio Development Agency (SADA), the City of San
Antonio Higher Education Authority (CSAHEA), the Greater Kelly Development Corporation (GKDC), the San
Antonio Housing Trust Foundation, Inc. (SAHTF), the San Antonio Local Development Company, Inc.
(SALDC), the San Antonio Water System (SAWS) and City Public Service (CPS). SAWS and CPS are

independently managed, municipally owned utility systems that operate under quasi-independent boards of
trustees.

For additional details on each of these entities and the basis for their respective presentation in our financial
report. please refer to the Financial Section, Footnote No. 1, entitled “Reporting Entity”.

Services

The City of San Antonio provides a vast array of municipal services. These services include but are not limited to
fire and police protection, street and sidewalk maintenance, libraries, parks, and solid waste disposal. in addition,
the City maintains preventive health services, and facilitates economic and neighborhood development. These
services are funded from various sources which include ad valorem taxes, hotel/motel tax, sales taxes, grants,
user fees, revenues from municipally owned utilities, and bond proceeds.

City Public Service (CPS) provides electric and gas services through two coal fired and five natural gas fired
plants. The City owned utility owns 28% of the South Texas Project nuclear plant on the Gulf coast and delivers
natural gas through its 4,183 miles of 2 to 16-inch steel mains and 1% to 6-inch high density polyethylene
(plastic) mains. In fiscal year 1999, CPS obtained its generation from the following sources: Coal, 47%; Nuclear,
33%; and Natural Gas, 20%. In May, 1998, CPS approved the construction of a new combined-cycle gas-fueled
512 MW power plant to be completed in the year 2000. CPS operations and debt service requirements for capital
improvements are funded by revenue derived from charges to its customers. The City Charter requires that the
rates for user charges, board appointments, sale of assets, and bond issuances be approved by the City Council.
In this report, CPS is included as a discretely presented Proprietary Component Unit Fund. Additional
information regarding CPS is discussed below in the section “Infrastructure and Development™.
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THE REPORTING ENTITY AND CITY SERVICES (Continued)
Services (Continued)

San Antonio Water System (SAWS) provides water, wastewater, chilled water and steam and reuse water
services to the San Antonio area. SAWS is a City owned, separate consolidated entity that addresses water
related issues in a coordinated and unified manner. SAWS operations, capital improvements, and related debt
service requirements are funded by revenues from its customers. Similar to CPS, the City Charter requires that
rates for user charges, board appointments, sale of assets, and bond issuances be approved by the City Council.
SAWS is included as a discretely presented Proprietary Component Unit Fund, and it is discussed further in the
“Infrastructure and Development” section below.

The San Antonio Development Agency (SADA) is responsible for the implementation of the City’s Urban
Renewal Program and may designate, for urban renewal, such areas as it deems advisable, subject to approval by
the City Council and the federal agency that administers the overall program. A majority of SADA’s funding is
provided from the City as pass-through grants. The board of SADA is composed of seven members appointed by
the City Council.

The City of San Antonio Higher Education Authority (CSAHEA) was established in accordance with State law
for the purpose of providing assistance to non-profit institutions of higher education in providing educational and
dormitory facilities. This corporation is authorized to issue revenue bonds for the purposes previously mentioned,
but said bonds are not obligations of the City. The CSAHEA is governed by an eleven member Board of
Directors appointed by the City Council for two year terms.

The Greater Kelly Development Corporation (GKDC) is charged with the task of all issues related to the closure,
conversion, redevelopment, and future use of Kelly Air Force Base. The GKDC is also responsible for reviewing
all options related to the most appropriate uses of the property on the base and surrounding areas. The GKDC is
governed by a seven member Board of Directors appointed by the City Council.

The San Antonio Housing Trust Foundation, Inc. (SAHTF) was organized for the purposes of supporting
charitable, educational and scientific undertakings, and to provide housing for low and moderate income
families. The SAHTF is also responsible for the administration and operations of the City’s Housing Trust Fund,
established for the same purpose noted above. The SAHTF is governed by an eleven member Board of Directors
appointed by the City Council.

The San Antonio Local Development Company, Inc. (SALDC) participates in the Neighborhood Business
Revitalization Program (NBRP), which is co-sponsored by the Small Business Administration (SBA), the
Economic Development Administration (EDA), and the U.S. Department of Housing and Urban Development
(HUD). The SALDC administers and operates the NBRP revolving loan fund that provides qualifying local
businesses with loans under economic development programs administered by the SBA. The SALDC also
administers, by agreement with the City, a U.S. Department of Commerce Title [X revolving loan fund, and SBA
MicroLoan Program. The SALDC is governed by a thirty-three member Board of Trustees, appointed by the City
Council, and an eleven member Board of Directors appointed from the Board of Trustees.

ECONOMIC OVERVIEW

As a community, San Antonio has positioned itself for long-term growth and prosperity by successfully
following a strategy to diversify its economy and improve quality-of-life for all citizens. City government has
been integral in these efforts. It is undertaking on-going infrastructure improvements, neighborhood
revitalization, and workforce development initiatives, as well as providing incentive, assistance and attraction
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programs that are geared to businesses of all sizes. Both government and citizens are working toward increasing
the caliber of educational and economic opportunities, expanding arts and leisure choices, revitalizing older
neighborhoods, and planning for overall growth in San Antonio. In the wake of the North American Free Trade
Agreement (“NAFTA”), San Antonio has been able to capitalize on international trade opportunities by
becoming a distribution point and center for companies doing business in Mexico. San Antonio is the closest
major U.S. city to Mexico’s biggest markets, and it enjoys close cultural and business ties to that nation. San
Antonio’s leading industries include: biomedical research and health services, international trade and
distribution, telecommunications, tourism, and financial services.

Employment Sectors

San Antonio’s employment sectors (nonagricultural) distribution as of September, 1999, according to statistics
provided by the Texas Workforce Commission, are as follows:

Jobs Y%lncrease/%
Industry Sector Percentage of Total Gained/Lost Decrease
Employment (9/98 to 9/99) (9/98 to 9/99)
Services 33.22% 17,200 7.86%
Retail & Wholesale Trade 23.80%" 3,500 2.11%
Government 18.69% (2,500) (1.85%)
Manufacturing 7.46% 700 1.34%
Finance, Insurance & Real Estate 6.69% 1,500 3.26%
Construction 531% 1,500 4.14%
Other 4.83% 0 0.00%
Total 100.00% 21,900 3.18%

The total number of San Antonio’s nonagricultural jobs in September, 1999 was 710,500, a gain of 21,900 jobs
(or 3.18%) over September 1998. The City’s largest employment sectors are Services, Retail and Wholesale
Trade, and Government, which comprise about 76% of the area’s employment. The Services sector posted the
greatest gain in sheer numbers and in terms of percentage growth. Within the Services sector, the largest gains
continue to be in Business Services and Health Services. Those two sectors accounted for just over 36.99%
(8,100 jobs) of the employment gains in San Antonio from September, 1998 to September, 1999.

The City’s health care sector provides major health care services through its medical, research, education, and
development facilities. The Greater San Antonio Chamber of Commerce, in its most recent Medical Impact
Study, determined that the health care industry’s impact on the City in 1998 was over $7.45 billion. The study
concluded that the industry has had an average annual growth rate of 9.30% and employs approximately 101,250
employees. The South Texas Medical Center encompasses 45 separate educational, research and care facilities,
including 12 major hospitals and the University of Texas Health Science Center (medical and dental schools).
The total employment at the Medical Center numbers 26,515 people and its combined payroll, operations and
research budget is $2.9 billion. Planned construction projects at the Medical Center for the next five years total
another $231.5 million.

San Antonio has several distinguished centers of research, medicine and high-technology facilities. One such
facility is the Southwest Foundation for Biomedical Research, which is one of the largest independent and
internationally renowned, non-profit biomedical research facilities in the nation. Major research programs
include cardiovascular diseases. infectious diseases including AIDS and viral hepatitis, the role of genetics in
human diseases, respiratory diseases of the newborn, fetal growth and development, hormonal research,
behavioral medicine, and cancer research. The Foundation has a current annual budget of $30 million and
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employs about 300 personnel. In April. 1999, the Southwest Foundation for Biomedical Research officially
completed Phase | of a 10-year modernization program with the grand opening of its new virology and
immunology laboratory complex. Another major biomedical research complex is the Texas Research Park, which
has helped to launch 14 bioscience companies, two manufacturing plants and is the home of four research
institutions, including the Cancer Therapy and Research Center’s Institute for Drug Development (IDD). The
IDD conducts the largest new drug development program in the nation and has worked on 8 of the last 11
approved anticancer drugs.

The hospitality industry represents another major component of the Services sector. San Antonio’s natural,
historic, cultural and recreational attractions have long made it one of the top vacation and convention
destinations in the country. This has resulted in an increase in tourism activity, economic impact and
employment opportunities related to the hospitality industry. The City’s proactive management practices and
marketing efforts resulted in approximately 1,510 conventions in 1999, with 938,945 associated room nights and
an estimated economic impact of $449.9 million. The San Antonio Convention & Visitors Bureau (SACVB) has
booked more than ! million future convention room nights through 2015, a 24% increase over the past three
years. Increased activity is also occurring in San Antonio's leisure travel market as evidenced by the SACVB
posted gain of 17% in room-nights sold for tour and travel groups in 1999, and a 57% gain in the number of
customer inquiries over 1998.

Significant hospitality industry developments include the grand opening of Phase I of the Henry B. Gonzalez
Convention Center expansion project. Phase | encompasses a bright new addition to the center that is integrated
into San Antonio’s River Walk and the surrounding Hemisphere Park. Phase II will consist of improvements
made to the existing convention faciiities. The Convention Center project, which will doubie the size of
convention and meeting room space, will be complete in 2001. Other major hospitality events include the
opening of the 508 room Westin La Cantera Resort, additional attractions added to Six Flags Fiesta Texas theme
park, and construction of the 474 room Westin River Walk, a full-service hotel that opened in the Fail of 1999.

The military continues to represent a principal component of the San Antonio economy. As of September 30,
1999, the military employed approximately 77,000 military, civilian and part-time reserve personnel with an
aggregate payroll of approximately $2.59 billion. Five major installations comprise the military sector: Fort Sam
Houston (including Brooke Army Medical Center) and Brooks, Lackland, Randolph, and Kelly AFBs.

Additionally, San Antonio’s stature as a location for corporate headquarters is growing. SBC, Inc., a leading
telecommunication business, has successfully used its San Antonio base for growing its business not only in the
Southwestern and Western states, but also in the Northeast. United Services Automobile Association (USAA), a
leading insurance agency, is undergoing a major expansion of its headquarter operations in the city and continues
to be the city’s largest private sector employer. New headquarters have also been built for San Antonio’s two
biggest energy companies, the Valerd Energy Corporation, which opened a major new office structure near
downtown in 1999, and Ultramar Diamond Shamrock, which recently completed a campus-style headquarters
near the University of Texas at San Antonio. Clarke American Checks, the third-largest producer of checks and
financial forms in the country, with headquarters in San Antonio, expanded its local presence in 1999 with the
addition of a major customer service center.

San Antonio is being recognized as a center for national and international business service operations. This is
evidenced by companies such as CitiCorp, WorldCom, World Savings & Loan, QVC, Kraft, Providian Financial
and other companies which have established substantial business operations in San Antonio that provide billing
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services, technical and communications services, financial work, customer service and other functions to their
entire organizations.

Business Climate and Outloo}

San Antonio’s healthy economy and positive business climate are enhanced by elements key to continued
economic growth, such as an advanced telecommunications system, significant recent accomplishments in the
area of higher education, and strong workforce development programs. Also enhancing San Antonio’s business
appeal is the high quality-of-life the city offers and a cost-of-living that is 8.7% below the national average. San
Antonians enjoy first-rate medical services, a convenient and efficient airport, an excellent highway system, mild
weather, and superb recreation choices, including championship golf courses, theme parks, historical attractions,
museums, professional sporting attractions and a lively performing arts environment.

The City’s Economic Development Department, in coordination with the private, non-profit San Antonio
Economic Development Foundation, continues to attract major corporations to the area and help local businesses
expand. In 1999, approximately 5,680 jobs were created through economic development programs. Among the
new companies that located in San Antonio is Amnitech, a partnership of two Singapore-based companies, which
will manufacture computer components.

The Military Initiatives Division in the City’s Economic Development Department (EDD) continues to focus on
working with the Greater Kelly Development Corporation in the successful redevelopment of Kelly Air Force
Base which is scheduled for closure and realignment in July, 2001. The Division is also working with
community groups and the other military bases, such as Brocks AFB and Fort Sam Houston, to explore ways that
the City can help these local installations become more cost efficient, preserve jobs and enhance economic
development opportunities.

Kelly Air Force Base

In November, 1999, City Council approved the establishment of the Greater Kelly Development Authority
(“GKDA"), as the local redevelopment authority for Kelly Air Force Base, in accordance with legislation that
was passed during the 1999 State of Texas legislative session. The GKDA replaces the GKDC. Also, in
November, 1999, City Council appointed new board members to the GKDA. The 1999 legislation remedied
some of the deficiencies associated with setting up the former GKDC as a public, not-for-profit corporation
under the Development Corporation Act. The transference of Air Force buildings and land at Kelly Air Force
Base to the GKDA continues as the Air Force prepares for base closure scheduled for July, 2001. By December,
1999, GKDA had assumed control of over 6 million square feet of Air Force facilities and was providing facility
support services to East Kelly and most of main Kelly through a cooperative agreement with the Air Force. As
of December, 1999, GKDA had secured 12 commercial tenants providing over 4,000 jobs. The primary anchor
tenants at Kelly include the Boeing Company and Lockheed-Martin, two of the world’s major aviation industry
players. On February 20, 1998, the Boeing Company announced its intent to create a new aircraft maintenance
and modification business at Kelly and to set up operations in facilities vacated by the transfer of C-5
maintenance workload to Wamer Robins AFB, Georgia. Boeing set up operations in August, 1998 and by
December, 1999, had created over 1,500 jobs, with employment projected to reach 2,000 by the close of the year
2000.

In 1998, the Air Force conducted a major public-private competition for depot maintenance work involving the
Jet Engine Propulsion Business Area (PBA), affecting approximately 3,000 jobs. On February 12, 1999. the Air
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Force announced that this contract was awarded to the public bidder. Oklahoma City Air Logistics Center (ALC)
and its primary partner, Lockheed Martin Corporation. Lockheed and its commercial pariners retained over
1.450 jobs at Kelly to perform its portion of the PBA workload.

In addition to Boeing and Lockheed, another major tenant in place on Kelly is the Keily Distribution Center, an
EG&G company. This company received a contract from the Defense Logistics Agency (DLA) and assumed
control over the drawdown of over $7 billion in government warehouse inventory on Kelly in March, 1998,
preserving approximately 250 Kelly jobs. As the government inventory is disposed from existing DLA facilities.
EG&G is focusing on securing commercial business to continue and expand its warehouse operations, thus
adding more job opportunities. As of December, 1999, EG&G’s warehouse operations had grown to 345 jobs.

Other major commercial tenants on Kelly as of December. 1999 include Pratt & Whitney. Ryder [ntegrated
Logistics, Railcar Texas, General Electric, and MQS Inspections, Inc.

GKDA also initiated the design and construction of two new facilities in 1999 with occupancy scheduled for
Summer/Fall 2000. One facility already under construction, is an 80,000 square foot administration building
located at the main entrance to Kelly AFB. The other new facility, currently under design, is a 170,000 square
foot logistics distribution warehouse to be constructed in the Warehouse/Distribution area. These two new
facilities will be used to attract additional tenants and will provide necessary infrastructure improvements cailed
for in the Kelly Master Plan. GKDA is also working with Boeing on a potential expansion of operations in year
2000 that if performed at Kelly, would require construction of a new hangar and modification of some existing
facilities. Taking this potential expansion into consideration, Boeing could create another 1,000 jobs over the
next two years.

Brooks Air Force Base [nitiatives

Over the past two years a Brooks Opportunities Task Force and two advisory committees (Property Development
and Partnerships) focused on pianning the future of Brooks AFB in the San Antonio community. The primary
focus has been on retaining over 4,000 jobs at Brooks, making Brooks more cost efficient and enhancing
economic development opportunities for the surrounding community. These joint planning efforts resulted in the
Air Force securing legistation in October, 1999 authorizing the establishment of a pilot program at Brooks aimed
at reducing costs through an initiative cailed the “City Base.” The City Base concept allows an opportunity to
diversify the base and to enter into long-term contracts with private businesses, universities and other entities.

In November, 1999, City Council approved the Mayor’s Brooks Property Development Committee to proceed in
negotiating with the Air Force to transfer Brooks property to the City with a lease back of property to the Air
Force. Under this scenario, the City would assume ownership of the base, provide mudicipal services and retain
a third-party property manager/developer. This action has the potential to save the Air Force between 40-50% in
base operating support costs. Over the'next 12 months, City staff will be working with the Air Force to construct
a negotiated conveyance agreement that can be presented for approval to City Council and the Secretary of the
Air Force.

Fort Sam Houston has also initiated activities to reduce infrastructure costs and pursue asset management
opportunities. Fort Sam Houston has announced plans to partner with a private developer in building a business
plan for more efficient utilization of assets on the installation. specifically two vacant facilities totaling
approximately 300,000 square feet. The City is also a partner in this initiative to ensure compatibility with
community development needs and goals.

Vil
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Aviation Industry Development

The Ciry of San Antonio possesses three airport facilities: San Antonio [nternational Airport, Stinson Municipal
Airport and Kelly Air Force Base. The International Airport and Stinson Airport are owned by the City and
operated by the City’s Aviation Department. Kelly Air Force Base is in the process of transition from an Air
Force facility to the GKDA economic development facility. These airport facilities provide San Antonio with a
variety of property, facilities and assets that comprise the nucleus for a viable and expanding aviation industry.
The City, in coordination with GKDA, the City's Economic Development Department, the San Antonio
Economic Development Foundation and the San Antonio Free Trade Alliance are currently developing a
comprehensive strategic plan for the utilization of San Antonio’s aviation facilities to maximize economic
development opportunities. This plan will integrate San Antonio’s primary aviation facilities into a coordinated
system that will capitalize on market opportunities relating to air cargo operations, aircraft modification.
maintenance and manufacturing, and general aviation. The strategic plan will aiso address complementary
and-‘or unique business opportunities for each facility, including a recommended strategic direction, and provide
an implementation plan to guide economic development efforts over the next ten years.

High-Tech/Bioscience Industry Development

The City of San Antonio is in the process of hiring a consultant to conduct a study that will determine strategies
to grow and enhance the City’s capacity for technology innovation and commercialization. The purpose of the
study is to guide economic development efforts in the technology sector that will aitow San Antonio to capitalize
on market opportunities and competitive advantages in the targeted bio-science/high-tech industries, including
bio-science, computer hardware and software and e-commerce industries. A Technology Advisory Committee of
community stakeholders, which represents ail segments of San Antonio’s technology industry, was established to
assist staff in developing the request for proposal and review and evaluation of proposals submitted. The
scheduled compietion date for the study is June, 2000.

New Business Prospects

The San Antonio Economic Development Foundation. Inc.. reported in the Quarterly Report ending August 31.
1999. that 94 new business prospects had been identified since September 1, 1998. This compares to 104 new
business prospects for the fourth quarter ending August 31, 1998. These new businesses are categorized as
business services and insurance, fabricated metal products, industrial machinery, electronics. nondurable
distribution, rubber and plastic products durables distribution and other.

Downtown Development Projects

At the end of fiscal year 1999, there were sixty downtown development projects identified. These included
public and private projects and varied in developmental stages from conceptual to completed. A major
private/public economic development plan includes in excess of $100.000.000 of private and public
improvements to be made to a section of the central business district’s Houston Street. Public improvements
include. among other things. riverwalk. street, sidewalk, landscaping and pedestrian way improvements. Private
improvements inciude renovations to eight buildings located on Houston Street as well as soliciting new entities
to locate in this area. The planned private developments include hotels, specialty retail outlets, restaurants, office
space. housing units, clubs and other venues. In addition to the aforementioned improvements, the City plans to
construct a 716 space multi-level parking garage in the area of Travis and St. Mary’s streets.

International Trade

The Directory of San Antonio Exporters and Support Organizations (published by the City’s International Affairs
Department) has identified over 700 local companies that export to other nations or provide export assistance.
During 1999. the International Affairs Department worked with 149 international delegations which included
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2,435 delegates that visited the City. Delegations represented South Africa, Spain, Germany, Korea, Taiwan,
Mexico, India, Singapore, France, The Netherlands, Norway, Uzbekistan, Chile, Argentina, Turkey, Ireland, the
Canary Islands, Russia, Belgium, Luxembourg, Mozambique, and Malaysia. The value of exports has increased
from $563.9 million in 1993 to $1,640.8 million in 1998, the most recent year for which such information is
available. Another component of the City’s international trade is the activity of the North American
Development Bank (“NADBank”) which is located in San Antonio. The International Affairs Department
Annual Report for fiscal year 1999 cites NADBank activity since its establishment as having authorized loans,
guaranties and/or border environment infrastructure fund grants totaling approximately $140 million to partially
finance seventeen infrastructure projects. These projects will present a total investment of approximately $500
miltlion benefiting an estimated five million residents in the United States and Mexico. Four additional projects
are in the design stage which represent an approximate investment of $105 million and will benefit an estimated
additional 1.2 million people. NADBank’s participation in these projects is estimated at $38 miilion. The
NADBank is involved in ninety-nine projects which will assist seventy-one communities.

Infrastructure Development

The City recognizes its obligation to address infrastructure needs and to provide the services required to maintain
and continuously improve the living standards of its citizens. Infrastructure, the basic framework or underlying
foundation provided by government to support a community’s basic needs, including its various components that
ensure economic activity, safety, education, and quality of life, are discussed below.

Basic Infrastructure Components

Street/Highway System:

San Antonio is located at the crossroads of two important highways — IH-10 (running east-west) and  [H-35
(running north-south) — and is located mid-way between the East and West Coasts. San Antonio’s highway
system, consisting of approximately 3,716 street miles, facilitates the movement of commerce within and
through the City. Freeway arteries that intersect the downtown business district include IH-10, {H-35, IH-37, US-
90, and US-281. There are 3 freeway loops including a downtown loop, Loop 410, and an outer loop, Loop 1604.
Recently completed or ongoing improvements include the expansion of IH-10 between Loop 410 and Loop 1604,
the widening of segments of Loop 1604, the construction of new interchanges of Loop 410 and IH-10, and a new
transportation corridor, the Wurzbach Parkway. The Texas Department of Transportation’s Trans Guide or
“smart highway” project went on-line in San Antonio in July, 1995, with ongoing additional expansions and
equipment updates. This traffic management system utilizes high speed computer technology to inform drivers
about traffic conditions ahead, thereby enhancing safety, reducing congestion, and providing for more efficient
traffic flow. Additionally, the Texas Department of Transportation is currently planning the construction of a
four-level Loop 410/US-281 interchange.

Public Safety:

The City continues to promote and provide for its Public Safety infrastructure by allocating funding through the
budget process for police, fire and emergency medical service (EMS). As of September 30, 1999, Public Safety
Infrastructure included, 6 police stations, 47 fire stations which house 45 engine companies, 17 truck companies,
I quint, 7 brush trucks, 8 Fire command units, 5 EMS command units, 23 full-time EMS units and up to 10 peak
period units.
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Vision 2001, a comprehensive five-year strategic plan augmented with the Management Accountability Program,
continues to provide the guidance for advancement in public safety. This plan is goal oriented and focuses on
enhanced enforcement programs, training, support services, human resource management, and equipment and
technological initiatives whose focus is improved service delivery. During the year, a substantial portion of the
construction for an improved Dispatch Facility was completed. Funded with 1998 Certificates of Obligation, the
new facility will accommodate the requirements for a new public safety radio system currently under design and
scheduled to commence construction in fiscal year 2000. Crime, a significant indicator of the City's quality of
life, declined again in 1999 while the Department continued to pursue enhanced community oriented policing
strategies.

The 1998 Centificates of Obligation also provided the initial capital to begin the Field Entry Reporting System
(FERS) pilot program. Once fully implemented, FERS will allow officers to file their reports electronically using
a mobile laptop computer in patrol cars. As a result, crimé information will be available to investigation
detectives much more rapidly. More importantly, the system will save officers valuable time and make them
available for more proactive community policing initiatives. The Police Departments Web Page received the
National League of Cities Excellence in Community Policing Award for its design and access to crime data. The
most significant accomplishment for the department occurred in May when it received its accreditation
certificate from the National Commission on Accreditation for Law Enforcement Agencies. This honor provides
objective evidence of an agency’s commitment to excellence in leadership, resource management, and service
deiivery. The department has also restructured by reducing the number of divisions from four to three. The
reorganization realigned functions to streamline command channels, provide career enhancement opportunities
for upper level command staff, and improve operating efficiency and effectiveness.

With regard to Fire and EMS services, FY 1999 included the continued implementation of the Fire Department
Master Plan. a five year rolling plan of comprehensive improvements targeted to enhance fire suppression, fire
prevention, and emergency medical services. Improvements implemented included the opening of a temporary
fire station in the newly-annexed Crownridge/IH10 area, the implementation of four-person manning on a
minimum of 36 pumpers (out of 45 front-line pumpers), the replacement of various fire vehicles including 4
pumpers, 2 aerials, one brush truck and four ambulances; the addition of a brush truck to the fire fleet; and the
purchase of 40 pen tablet computers for the EMS Case Reportmg System which will be used to provide trauma
information electronically to the Texas Trauma Registry.

The City Council approved a collective bargaining agreement with the San Antonio Police Officer's Association
on November 23, 1999. The term of the contract is from November 23, 1999 through September 30, 2002, with

an evergreen clause through September 30, 2012. The projected fiscal impact of the four-year agreement is
$43.223 million.

The City Council approved a collective bargaining agreement with the International Association of Fire Fighters
Local 624 on September 30, 1999. The term of the contract is from September 30, 1999 to September 30, 2001.
with an evergreen clause through September 30, 2011. The projected fiscal impact of the three-year agreement is
$15.719 miilion.
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Basic {nfrastructure Components (Continued)

Parks and Recreation Department; :

As of September 30, 1999, the City’s Parks and Recreation infrastructure included over 165 neighborhood,
community and large urban parks, numerous sports complexes, 25 recreation centers, 23 swimming pools, and
other special facilities, such as the River Walk, Botanical Gardens, Tower of the Americas, Spanish Governor’s
Palace, Market Square and La Villita. The total park area covers 7,565 acres. During fiscal year 1999,
approximately 21 Parks and Recreation capital improvement projects were completed at a cost of over $3.1
million, and an additional 78 Parks and Recreation capital improvement projects were initiated. In January 1999,
City Council adopted the “Parks and Recreation System Plan”, which sets forth goals and general
recommendations for both programming and projects. The Council also adopted the performance review and
long range plan for Golf Operations.

Planning Department:

In FY 1999, budget appropriations were made for the Neighborhood Challenge Program. The Challenge Program
provides neighborhood-based organizations the opportunity to implement small, public improvement projects in
partnership with private groups. Individual neighborhood prdjects are allotted a minimum of $2,500 up to a
maximum of $5,000 in City funds to be matched equaily by a private source of funds, fabor, or in-kind
contributions. A total of $89,100 was awarded to 22 projects through this program in FY 1999. It is anticipated
that most of these projects will be completed by November, 2000.

The Planning Department has secured the services of Freilich, Leitner and Carlisle of Kansas City, Missouri
(FLC) to assist City staff in updating the Unified Development Code (UDC). Updating the UDC will involve
enhancing the land use policies of the City to meet the needs of the future. Objectives of the revision inciude
reduction in urban sprawi, better management and conservation of natural resources, increased emphasis on
urban design standards, facilitation of inner city redevelopment, recognition and preservation of older
neighborhoods, renewed emphasis on public parks and improved traffic circulation.

Library Facilities:

The San Antonio Public Library System consists of a Central Library facility, 18 branches, and 3 bookmobiles.
In addition, during FY 1999-2000, a joint use public library branch was opened at the Ronald Reagan High
School Library under a partnership agreement between the City of San Antonio and Northeast Independent
School District. The Central Library, nine of the branch libraries and Ronald Reagan High School Library offer
weekday and weekend service, while the remaining Library branches are open weekdays and Saturday. During
fiscal year 1999, approximately 3 million people visited Library facilities and approximately 3.9 million items
were circulated. The Central Library encompasses 240,000 square feet, including an art gallery, study and
meeting rooms, and an auditorium for up to 150 people. Public accessibility is accommodated by the use of mass
transit and a parking garage with parking capacity for 420 vehicles. The Library system also features “state of the
art” computer technology, including an on-line public access catalog, Internet access, CD ROM databases and
encyclopedias, and online periodicals and newspapers

Airport System:

The Airport System consists of the San Antonio International and Stinson Municipal Airports. San Antonio
[nternational is located on approximately 2,600 acres of land adjacent to Loop 410 and US 281. and is 8 miles
from downtown San Antonio. The International Airport has three runways with the main runway measuring
8.502 feet and can accommodate the largest commercial passenger aircraft. Its two terminal buildings contain 28
gates. Presently, domestic air carriers providing service to San Antonio are American Airlines, America West,
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Atlantic Southeast, Continental, Delta, Midwest Express, Northwest, Southwest, Sun Country, United and TWA.
Mexicana, Aerolitoral and Aeromar are Mexican airlines that provide passenger service to Mexico. Architectural
plans and specifications have been developed for adding an eight gate concourse to Terminal [ as the need arises.
The Airport Master Plan Design allows for an increase from twenty-eight to sixty gates. It is estimated that
current gate facilities are being used at 75% of capacity. A variety of services are available to the traveling
public from approximately 245 commercial businesses including nine rental car companies which lease facilities
at the International Airport and Stinson Municipal Airport. In addition to passenger service, cargo activity has
increased 50% during the last two years.

The terminal buildings are scheduled for renovation to include an upgrade in amenities as well as the
redevelopment of all concessions. The estimated cost of the improvements is $30 million. Additionally, in
conjunction with the Texas Department of Transportation, it is anticipated that construction of a new exit ramp
from US-281 directly into San Antonio International should begin in early 2000.

A number of major tenants at San Antonio International are expanding business operations. Among these are
Fairchild Aerospace with a §11 million wing assembly facility for its 328 jets. Dee Howard Aircraft Maintenance
business and several cargo carriers such as Eagle USA and UPS plan expanded facilities. It is expected that
approximately 500 to 600 new jobs will be created as a result of these and other tenant expansions.

Stinson is one of the oldest continuously operated airfields in the United States. It primarily serves general
aviation and operates as a reliever airport to San Antonio International. The number of aircraft operations has
significantly increased over the last two years. A new Airport Master Plan will be developed to help
accommodate current and future growth.

fn July, 1996, the City sold $38 million Airport System Improvement Revenue Bonds, Series 1996, of which
approximately $33 million was utilized for a new long-term parking garage, as well as a new exit plaza,
additional surface parking and roadway improvements. The parking expansion program was completed in
Summer, 1999 and provides approximately 6,200 public parking spaces and 1,000 employee parking spaces.

Electric and Gas System:

City Public Service (CPS) is one of the nations largest municipaily owned utilities in the country and serves
approximately 550,000 customers throughout its 1,566 square mile service area. CPS generates power for its
customers at two coal and five natural gas-fired power plants with 4,183 miles of gas lines that supply 302,000
natural gas customers in the San Antonio urban area. Last year, CPS obtained its generation from the following
sources: Coal, 47%; Nuclear, 33%; and Natural Gas, 20%. In 1998, CPS began construction on a new 512
megawatt gas-fueled combined cycled power plant, which is expected to be in operation in fiscal year 2001. CPS
also owns 28% of the South Texas Project nuclear plant on the Texas Gulf coast.

To the citizens’ benefit, CPS rates are lower than any major Texas city and among the lowest in the nation. The
average CPS residential gas and electric bill ranked lowest among the 20 largest cities in the United States for
fiscal year 1998-99. In addition, CPS has returned approximately $145.17 miilion to the City of San Antonio for
the fiscal year ended 1999.
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Waterworks, Wastewater and Water Reuse System:

The City’s waterworks system, initially acquired in 1925, was included in a consolidation on May 19, 1992, of
all City owned water related utilities including water, wastewater, and water reuse systems. This consolidation
created the San Antonio Water System (SAWS), which now provides water and wastewater service, through
8,565 miles of water and sewer mains. At the end of September, 1999, SAWS had 285,123 residential,
commercial, and industrial water customers.

Housing and Neighborhood Development;
The City of San Antonio continues to address the need for affordable housing and revitalized infrastructure

through administration of programs such as Neighborhood Sweeps, Affordable Parade of Homes, Rentai
Rehabilitation and Tax Increment Financing.

The Neighborhood Action Department completed 24 targeted Neighborhood Sweeps in FY 99. The sweeps are
designed to bring a comprehensive array of City and other partner services directly into a neighborhood of 50-60
blocks for a two-week period of time. The services provided include code compliance investigations, brush and
rubbish collection, street scraping/sweeping, street and pothole repair, graffiti abatement, traffic sign
replacement, animal and vector control, repairing and maintenance of park facilities. This program was named
as a finalist in the 1999 Ford Foundation Innovations in American Government Program. In September, 1999, the
program also received the Program Excellence Award for Innovations in Local Government Management from
the International City/County Management Association.

The Affordable Parade of Homes program has received notable attention as the flagship of public/private
partnership success in providing affordable homes for San Antonio’s low and moderate income families. This
vear represented the fourth year the program has successfully nurtured the establishment of homes and highly
regarded infrastructure out of land previously not contributing to the City’s tax roll.

Tax Increment Financing .

During 1998, City Council approved an ordinance which established “Guidelines and Criteria” for the utilization
of “Tax Increment Financing” (“TIF”) and the creation of tax increment reinvestment zones pursuant to Chapter
311, Texas Tax Code. TIF is a local development financing tool which allows cities to finance redevelopment,
economic development and housing projects by capturing the additional property tax values generated by the
improvements made in the designated area. During fiscal year 1999, the City created four Tax Increment
Reinvestment Zones (“TIRZ™) for public improvements to be made in residential areas. Subsequent to
September, 1999, the City-created two additional TIRZ for residential purposes and one TIRZ for commercial
development purposes. Since 1998, the City has taken action to create seven TIRZ.

Community [nitiatives Department:

San Antonio’s vision for tomorrow is to become the home to a well-educated population with the life skills and
work skills necessary to succeed at higher level jobs. San Antonio is a place sought out by employers needing a
well trained, skilled workforce. Coordinated efforts by the City and the community will continue to make San
Antonio a leader in human development and job development.

To help residents improve their literacy and leadership skills, the Literacy Services Division (LSD) operates
seven learning and leadership development centers throughout the City. Through coilaboration among the City.
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the Texas Education Agency, area school districts, and the private sector, these centers provide free classes in
Aduit Basic Education, English as a Second Language, GED Preparation, Citizenship, and Leadership
Development.

Medicine and Healthcare:

The City is cognizant of the importance of, and continues to support, its Medical infrastructure. The City is
actively involved in promoting the industry, recognizing its significance to San Antonio and its citizens. Major
medical facilities located in San Antonio include the University of Texas Health Sciences Center at San Antonio,
Wilford Hall Medical Center (United States Air Force), Brooke Army Medical Center which is a world renowned
burn treatment center, and the South Texas Medical Center.

The San Antonio Metropolitan Health District consists of a Main Health Department, 29 clinic/sites, | WIC
Mobile Unit and an Animal Control Facility. It provides for preventive health services, health code enforcement,
clinical services, environmental monitoring, animal control, disease control, health education, dental health and
maintenance of birth and death certificates.

Suppoerting Infrastructure Components

The Convention Center Expansion Project continued throughout FY 1999. This project is financed from the
proceeds of Hotel Occupancy Tax Revenue Bonds sold in March of 1996, whose debt service payments are paid
from the collection of a 2% Hotel Occupancy Tax. This construction represents the first major expansion and
improvement of the Henry B. Gonzalez Convention Center since 1987. The Convention Center was originally
built in 1968 for the San Antonio Worlds Fair, HemisFair. The Convention Center is located within ike
downtown area of San Antonio and is within walking distance of numerous hotels, retail shops, restaurants,
historic amenities, and the City’s Riverwalk.

On August 28, 1999, the project celebrated its first phase grand opening. The first phase consisted of adjacent
exhibition space of 200,000 square feet, and the addition of approximately 83,000 square feet of meeting rooms
and a 40,000 square foot ballroom. The renovation of the existing facility and river extension will be
substantially completed during calendar year 2000 and will be ready to accommodate customers in 2001 bringing
the total Convention Center to 1.3 million square feet. As a resuit of the expansion, the Henry B. Gonzalez
Convention Center will move from 220d to 17th in available convention exhibit space.

Alamodome:

The Alamodome is a 65,000 seat muiti-purpose sports, entertainment, and convention facility. Since its opening
in May 1993, it has held more than 640 events and has hosted over eight million visitors. The Alamodome has
enhanced San Antonio's ability to attract major public sporting and entertainment events. [t ranked third in a list
of Top Ten Stadiums in North America and sixth in the world for gross ticket sales generated from concerts in
1998. according to Amusement Business Magazine.
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Alamodome(Continued):

The Alamodome experienced record event attendance for 1999. During the year, some highlighted events
included hosting the Beastie Boys concert to a record crowd of over 20,000 fans, a locally sponsored Winter Jam
concert with over 30,000 fans, and over 52,000 fans attended a monster truck show. During the NBA lock-out in
the 1998-1999 basketball season, revenue losses were mitigated by hosting over 20 high school football games
which produced over 120,000 visitors and net revenues in excess of $200,000.

The Alamodome maintains a strong reputation as a venue capable of hosting major events. As a result, the
diversity of events that are brought to San Antonio continues to expand. The NCAA will again host the Men's
Midwest Regional Basketball in March, 2001 and the Men's Final Four Basketball Tournament in 2004. Other
future events include the NCAA Women's Final Four in 2002 and the Rotary International Convention in 2001.

Neison W. Wolff Municipal Stadium:
The Nelson W. Wolff Municipal Baseball Stadium opened in April, 1994 and has a seating capacity of 6,500. It

has multi-purpose design which allows for events such as professional baseball, boxing, high school, college, and
amateur sports and concerts. The stadium is home to the San Antonio Missions, an AA Los Angeles Dodgers
affiliate. The stadium hosted its first professional baseball exhibition game in April, 1999 between the Houston
Astros and the Detroit Tigers which played before a capacity crowd.

Other Amenities:

The City supports and promotes various other tourism and quality-of-life amenities, including performing arts
and cultural entertainment and facilities, museums, the San Antonio Zoo, and the preservation of the Alamo, as
well as enterprises such as Sea World of Texas, and Six Flags Fiesta Texas. The City also provides support and
funding for cultural organizations, from dance performance companies to the Symphony Society of San Antonio,
and for facilities including the Witte Museum, the San Antonio Museum of Art, the Southwest Craft Center, the
Carver Community Cultural Center, and the Guadalupe Cultural Arts Center.

I addition, San Antonio is home to various professional sports teams including the San Antonio Iguanas Hockey
team, the San Antonio Spurs; and the San Antonio Missions. San Antonio is also host City to the annual Westin
Texas Open PGA Tour Event, and to the annual Senior PGA Tour Event played at the Dominion Country Club.

International Outloock

In a new international initiative, the City of San Antonio’s International Affairs Department is creating an
economic development program to focus on small to medium size San Antonio companies that have a high
potential and strong commitment to develop and expand international markets. The San Antonio Export Leaders
Program is a competitive program that will offer the tools, training, consultation and coaching necessary for
about 20 companies 1o be successful in exporting and offer the participants a new export experience.

San Antonio continues to develop itself as an INLAND PORT for imports and exports to/from Mexico, Latin
America and other regions of the world. This encompasses transportation, manufacturing and logistics facilities,
professional services and value-added services involved in producing, marketing and moving freight within, into
and out of the San Antonio area. Over the past nine years, the City of San Antonio has operated (3) commercial
trade offices in Mexico’s three largest cities; Mexico City, Guadalajara, and Monterrey. The trade office in
Mexico City has expanded to seven southeastern Mexican states of Oaxaca, Chiapas. Quintana Roo. Veracruz,
Campeche, Tabasco and Yucatan.

ECONOMIC OVERVIEW (Coatinued)
International Outlook (Continued)

The City's commitment to international trade is evidenced in the City’s new International Center which houses
the North American Development Bank, International Conference Center, The Trade Commission of Mexico,
Mexican State Trade Office, the Free Trade Alliance, the U.S. Department of Commerce, the City’s International
Affairs Department and the Convention & Visitors Bureau.

MAJOR INITIATIVES

The adopted consolidated annual budget for fiscal year 1999-00 totals $1.099 billion. The budget continues to
build up basic services in the community while addressing critical priority initiatives of the City Council as
expressed in the 1999 Goals and Objectives Worksession. The General Fund budget did not require an increase
in the property tax rate for the seventh consecutive year, and increased the Reserve for Revenue Loss by $1.7
million 10 $20.868 million at the end of fiscal year 2000. The General Fund budget expenditures and transfers
totals $530.5 million for 2000, representing an increase of 5.92% over the previous year. For the tax roll year
1999 (fiscal year 2000), the total adopted tax rate of $0.37979 remained unchanged in total from the prior year.
The Fiscal Year 2000 tax rate is now comprised of $0.34579 per $100 valuation (the same as the prior year) for
the maintenance and operations component, and $0.23400 per $100 valuation (the same as the prior year) for the
debt service component.

The adopted 2000 budget focused on program improvements to enhance City services. Some of the City
Council’s high priority program improvements include $2.1 million for Development Services/Code Compliance
Performance Review, $3.45 miilion for Better Jobs Program/Human Development Initiatives, $3.2 million for
Public Safety Master Plans - Vision 2001, Police Staffing Plan and the Fire Master Plan, $548,328 for the 1999
bond program implementation, and $2.93 million in enhancements for inner city initiatives as recommended by
the Community Revitalization Action Group (CRAG).

Budgetary Controls

Budgetary compliance is a significant tool for managing and controlling governmental activities, as well as
conformance with the City’s budgetary limits and specifications. The objective of budgetary controls is to ensure
compliance with legal provisions embodied in the annual appropriated budget approved by City Council. For the
fiscal vear beginning October 1, 1998, The Government Finance Officers Association of the United States and
Canada (“GFOA™) presented an award of Distinguished Budget Presentation to the City of San Antonio.

FINANCIAL INFORMATION

Activities of the General Fund, the Special Revenue Funds (excluding the Home Program, Categorical Grants-in
Aid, Housing and Urban Development 108 Loan Program, Community Development Block Grant Program,
which are budgeted on a grant year basis; the San Antonio Industrial Development Authority, and the San
Antonio Health Facilities Development Corporation, which are blended component units) and the Debt Service
Funds, are included in the annual appropriated budget. Project-length financial plans are adopted for the Capital
Projects Funds. Levels of budgetary control, that is the levels at which expenditures cannot legally exceed
appropriated amounts, are established by function and activity within individual funds. The City utilizes an
encumbrance system of accounting as one mechanism to accomplish effective budgetary control. Encumbered
amounts lapse at year-end, however, encumbrances generally are appropriated as part of the following year's
budget.
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As demonstrated by the statements and schedules in the Financial Section of this report, the City continues to
meet its responsibility for sound financial management. As in the Financial Section, all monetary amounts
presented in the remainder of this letter are expressed in thousands, except where noted.

Year 2000

The City’s efforts toward year 2000 compliance have been in process for several years as part of its normal
business operations. A year 2000 compliance team was assembled to facilitate year 2000 compliance with the
files, programs, and computer hardware located in each department. The City worked in coordination with Bexar
County, CPS, SAWS, State Agencies, and other business partners to develop contingency plans and provide
information to increase public awareness. The City’s mission critical systems have been year 2000 compliant
since January, 1999. Distributed systems and embedded systems are also year 2000 ready. In addition, the City
undertook an independent year 2000 risk assessment conducted by outside auditors which resulted in a rating of
“exemplary in its efforts to address year 2000 issues™. The Center for Y2K and Society has also chosen to award
the City an A+, based on the City’s responses to the Center's survey. No significant problems occurred on
January 1, 2000 or thereafter. The City continues to evaluate risk factors through the remaining critical dates
such as leap year.

Funds and Accounting Overview
GENERAL GOVERNMENT FUNCTIONS

Activities of the Primary Government’s General Fund, Special Revenue Funds, and Debt Service Funds are
considered general govermnment functions. The General Fund is the City’s general operating fund. Special
Revenue Funds are used to account for the proceeds of specific revenue sources that are legally restricted as to
expenditure. The Debt Service Funds are used to account for financial activity related to the City’s general
bonded indebtedness, as well as other long-term obligations.

The following schedule presents a summary of General Fund, Special Revenue Funds, and Debt Service Funds
revenues for the fiscal year ended September 30, 1999, and the amounts and percentages of increases and
decreases as compared to the prior year.

Increase Percent of
Revenues and Other (Decrease) from Increase
Financing Sources Amount Percent of Total 1998 (Decrease)
Taxes $375,551 40.62% $ 21,643 6.12%
Licenses and Permits 12,164 132 1,004 9.00
Intergovernmental : 152,839 16.53 36,277 3112
Revenues from Utilities 149,956 16.22 (878) (.38)
Charges for Services '60,196 6.51 (350) (.37)
Fines and Forfeits 11.838 1.28 313 272
Miscellaneous 35,046 379 7,421 26.86
In-Kind Contributions 7,500 0.81 (12,832) (63.11)
Transfers-In 92,359 9.99 2,966 33
Proceeds of Bond Issuance 27,100 293 (37,107 (37.79)
Totals $ 924,549 100.00% $ 18,457

(Monetary Amounts Are Expressed in Thousands)
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Funds and Accounting Overview (Continued)
GENERAL GOVERNMENT FUNCTIONS (Continued)

Revenues from taxes increased by $21,643 which was primarily attributable to: (1) a $7,481 or 6.29% increase in
sales tax revenue for the General Fund, (2) a $1,868 or 9.60% increase in revenue from franchise agreements for
the General Fund, and (3) a $11,189 or 6.49% increase in Ad Valorem tax collection for the General Fund and
Debt Service funds as a result of increased property valuation, new construction, and annexation. The increase of
$1,004 of License and Permit Revenue is essentially the result of a 13.06% or $1,01! increase in revenues
associated with Building and Equipment Permits. Intergovernmental Revenues increased by $36,277 or 31.12%
which is principally attributable to an increase in the recognition of revenues in the Categorical Grant-In Aid
Fund of $21,287, Community Development Block Grant Program of $2,327, and HUD 108 Loan Program of
$11,149.

The increase in Miscellaneous Revenue is primarily attributable to additional revenues of $3,504 in the
Confiscated Property Special Revenue Fund.

The significant decline in In-Kind Contributions revenue is largely attributable to the completion of Texas
Department of Transportation projects that generated $8,725 of in-kind contributions in FY 98. Other notable
decreases in In-Kind Contributions from 1998 to 1999 include a decrease of $3,084 of contribution in the Parent
Child Inc., Program reported in the Categorical Grant-In Aid Fund.

The decrease in Proceeds of Debt Issuance in the amount of $37,107 is attributable to the issuance of fewer
refunding obligations during fiscal year 1999, as compared to fiscal year 1998. For further discussion on these
refunding transactions, see Note 6., “Long-Term Debt”.

(The remainder of this page left blank intentionally)

(Monetary Amounts Are Expressed in Thousands)
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GENERAL GOVERNMENT FUNCTIONS (Continued)
The following schedule shows the Primary Government’s General Fund, Special Revenue Funds and Debt

Service Funds expenditures for the fiscal year ended September 30, 1999, and the amounts and percentages of
increases or decreases from the prior year.

Increase Percent of
Percent of (Decrease) from Increase
Expenditures and Other Uses Amount Total 1998 (Decrease)
General Government $ 50,711 5.51% $ 3,631 771%
Public Safety 300,519 32.67 20,680 7.39
Street and Roadways 63,889 6.95 3,610 5.99
Health Services 60,945 6.63 4,381 7.75
Environmental Protection and Cdntrol 100 0.01 (42) (29.58)
Sanitation 2,399 0.26 (382) (13.74)
Welfare 91,837 9.98 11,465 14.26
Culture and Recreation 53,226 ‘ 5.79 5,001 10.37
Convention and Tourism 34,472 3.75 503 1.48
Conservation 16 0.00 6 60.00
Urban Redevelopment and Housing 19,230 2.09 3,526 2245
Economic Development and Opportunity 22,140 2.41 11,753 113.15
Principal Retirement 36,095 3.92 4,870 15.60
Interest 48,879 532 565 1.17
Pmts and Contrib’s, Escrow Agents 27214 2.96 (37,351) (57.85)
Issuance Costs 644 0.07 201 45.37
Transfers-Out 107,439 11.68 14416 15.50
Total $ 919,755 100.00% $ 46,833

The total fund balance of the General Fund at year-end was $84,536, a decrease of $3,909 from the total fund
balance for the close of fiscal year 1998. The undesignated fund balance in the General Fund at the close of the
fiscal year was $66,964, a decrease of $2,888 from the previous year’s undesignated balance. The undesignated
fund balance represents amounts available for additional appropriations.

PROPRIETARY OPERATIONS
Enterprise Funds: During the fiscal year, the Primary Government included four separate and distinct enterprise
activities: the Airport System, Parking Facilities, the Golf Course System, and the Solid Waste System.

Airport System: The Airport System operations consist of San Antonio International and Stinson Municipal
Airports. San Antonio Intemational Airport was opened in 1942, and occupies approximately 2,600 acres of land.
It consists of 3 runways, 2 terminals, and 28 gates, which accommodates many of the world’s major airlines. For
the calendar years 1998 and 1999, total enplaned passengers were 3,505,054 and 3,538,070, respectively. Airport
System retained earnings as of September 30, 1999, totaled $86,452 of which $5,506 was unreserved.

Parking Facilities: The City’s Parking Facility operation includes 5 parking garages with 3,347 parking spaces.
11 City-owned and 9 leased surface parking lots providing approximately 4,640 parking spaces, and 1,902 on

(Monetary Amounts Are Expressed in Thousands)
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Parking Facilities {Continued):

street parking meters for a total of 9,889 parking spaces. It also includes over 42,000 square feet of retail/office
space. Retained earnings as of September 30, 1999 totaled $6,643 of which $2,637 was unreserved.

Golf Course System: Operations include six, 18-hole golf courses, two, par 3 nine-hole golf courses, and 4
driving and practice ranges. Retained eamnings as of September 30, 1999 totaled ($516) of which ($284) was
unreserved.

Solid Waste System: The Solid Waste Systems operation includes the disposai of curbside solid waste, brush
collection, and recycling, for over 286,000 residential customers, and the maintenance and monitoring of the
City’s eight closed landfills. Retained earnings as of September 30, 1999 totaled $9,199 of which $7,662 was
unreserved.

Discretely Presented Proprietary Component Units: The San Antonio Water System (SAWS), City Public
Service (CPS), the San Antonio Development Agency (SADA), the San Antonio Higher Education Authority
(SAHEA), the Greater Kelly Development Corporation (GKDC), the San Antonio Housing Trust Foundation Inc.
(SAHTF), and the San Antonio Local Development Company, Inc. (SALDC), are entities which operate under
quasi-independent boards of trustees and are managed independently. Considering the criteria set forth in GASB
Statement #14, management has determined that these entities are required to be discretely presented with the
City’s financial statements.

Internal Service Funds: The Internal Service Funds were established to account for goods or services provided
by a centralized department or agency to other departments or agencies of the City on a cost reimbursement
basis. The City’s Internal Service Funds are divided into three sections: Other Internal Services, Information
Services, and the Self-Insurance Programs.

Other Internal Services: The Other Internal Service Funds include activity pertaining to Central Stores. Motor
Pool, Communications Service, Automotive Repair and Temporary Services.

Information Services: The I[nformation Services Fund includes activity pertaining to data processing,
programming, and related computer services to other City departments.

Self-Insurance Programs: The Self [nsurance Programs include funds used to account for the administration of all
tort claims against the City, and for the operation of the City's Employee Benefits Program. Worker's
Compensation Program, Unemployment Compensation Program, Extended Sick Leave Program, and Employee
Wellness Program.

FIDUCIARY OPERATIONS
Fiduciary Funds consist of Trust and Agency funds. Trust funds are used to account for assets held by the City in

the capacity of trustee. Agency funds are used to account for assets held by the City in an agency relationship
with individuals, private organizations, other governments and/or funds.

{Monetary Amounts Are Expressed in Thousands)
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The Fire and Police Pension Fund is used to account for resources of the pension fund established for the City's
firefighters and police officers, as provided for under state law. Resources are contributed by fire and police
employees and the City at rates fixed by state law. In Fiscal Year 1999, fire and police employees contributed
12% of covered payroll while the City contributed 24% of covered payroll, as indicated in Footnote No. 8
entitled “Pension and Retirement Plans”.

Regarding the Fire and Police Pension Fund, an actuarial study of the funds as of October 1, 1999 determined an
Actuarial Accrued Liability (AAL) of $1,256,746. The Actuarial value of assets for the same valuation date was
$1,031,786 resulting in an unfunded Actuarial Accrued Liability of $224,960.

The City of San Antonio Firefighters’ and Police Officers’ Retiree Prefunded Group Health plan was created in
October, 1989, in accordance with the provisions of the City’s contracts with the local fire and police unions,
respectively, to provide post employment healthcare benefits to uniformed employees who retired on or after
October 1, 1989. Pursuant to the passage of Senate Bill 1568 in 1997, a separate and distinct statutory trust, the
Fire and Police Retiree Health Care Fund (“Health Fund”) was created to provide these post employment
healthcare benefits for eligible uniformed employees of the City. For the year ended September 30, 1999,
contributions to the Health Fund were comprised of 9.4% of ‘base pay plus longevity for both firefighters and
police officers.

GENERAL FIXED ASSETS ACCOUNT GROUP

The City accounts for all its fixed assets in this Account Group, except for those accounted for in the Proprietary
Funds and the Pension Trust Fund. General Fixed Assets amounted to $2,065,702 at year-end compared to
$1,909,838 at the beginning of the year, a net increase of $155,864.

GENERAL LONG-TERM DEBT ACCOUNT GROUP

The City accounts for all long-term liabilities expected to be funded from govemmental funds in this Account
Group. Long-term debt of governmental funds increased by $23,214 from $957,597 at the end of Fiscal Year
1998 to $980,811 at the end of Fiscal Year 1999.

Fiscal Management and Administrative Topics

Texas Municipal Retirement System

The City is a member of the Texas Municipal Retirement System (TMRS), which administers the City's
retirement benefits program for civilian employees. Contributions to the system are actuarially determined. The
required contribution from City employees is 6%, while the City matches at a rate of approximately 9.97%. Both
the City and its covered employees made the required contributions of $9,030 and $14.921 respectively, as
indicated in Footnote No. 8 entitled “Pension and Retirement Plans”.

Cash and [nvestment Management
The City's investment policies are governed by State statute and the City’s own written investment policies.

Under Texas law, the City is required to invest its funds under written investment policies that primarily
emphasize safety of principal and liquidity: investment diversification, yield. maturity, and the quality and

(Monetary Amounts Are Expressed in Thousands)
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Cash and Investment Management (Continued)

capability of investment management; and include a list of authorized investments for City funds, maximum
allowable stated maturity of any individual investment, and the maximum average dollar-weighted maturity
allowed for pooled fund groups. "Alil Cigy funds must be invested consistent with a formally adopted “investment
strategy statement” that specifically addresses each funds’ investment. Each investment strategy statement will
describe its objectives concerning: (1) suitability of investment type, (2) preservation and safety of principal, (3)
liquidity, (4) marketability of each investment, (5) diversification of the portfolio, and (6) yield.

The City is authorized to use demand accounts, time accounts, and certificates of deposit, and other permissible
investments including Obligations of the U.S. Treasury and U.S. Agencies, Obligations of States and Cities,
Commercial Paper, Repurchase Agreement, Money Market Funds, and Investment Pools. The City’s investment
portfolio includes the investment in callable obligations and STRIPS, but does not contain any other derivative
products nor does the City leverage its investments. Further, it is not the City’s policy to use such investment
vehicles or strategies in its portfolio.

At September 30, 1999, investable City funds were 81.38% invested in obligations of the United States, or its
agencies and instrumentalities, and 4.92% invested in a money market mutual fund, with the weighted average
maturity of the portfolio being less than one year. The remaining 13.70% of the City’s portfolio included
$67,494 of convention center construction funds and convention center debt service reserve funds of $16,999,
which are invested in fully collateralized repurchase agreements that are fully secured by obligations of the
United States or its agencies and instrumentalities. The investments and maturity terms are consistent with State
law and the City’s investment policy. Excluding the aforementioned convention center repurchase agreements,
at September 30, 1999, the City’s investment portfolio had a par value of $501,723, with an average life of 320
days and a weighted average yield of 5.89%.

Risk Management Programs

In Fiscal Year 1999, the financial status and development of the City’s Risk Management and Self-Insurance
Services and Programs reflected, for the second time in ten years, both the Liability Reserve Fund and the
Workers’ Compensation Fund ending with positive fund balances in the amounts of $4,504 and $7.785
respectively. To fully appreciate the extent of the favorable financial status, it is important to note that beginning
October 1, 1987, the City changed its accounting procedures to record accrued claims liabilities related to
Workers’ Compensation and Property Casualty (general liability), which previously had been accounted for in
the General Long-Term Debt Account Group, to the respective Internal Service, Self-Insurance Program Funds.
This change resulted in considerable negative account balances in the related funds.

The $4,504 positive fund balance in the City’s Insurance Reserve Fund is an improvement of $1.964 from the
prior year-end, which presented a positive balance of $2,540. The fund carried cash reserves at September 30,
1999 in the amount of $23,108. In an effort to improve the claims management process, the Claims Board
Committee was established in 1996. It is composed of executive level staff and is chaired by an Assistant City
Manager. Since the committee's inception, the Insurance Reserve Fund has improved its performance.
Additionally, Safety and Loss Control Programs have been implemented in a continuing effort to minimize the
City’s financial losses due to occupational injuries, property damages, and liability lawsuits. In fiscal year 1999,
the City’s Safety and Loss Control Program trained thousands of City employees in areas such as: defensive
driving, first aid/CPR, lift belt training, proper personal protective equipment, handling hazardous materials.
contined space entry, and accident investigation.

(Monetary Amounts Are Expressed in Thousands)
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Employee Benefits Programs

The City continually seeks improved cost containment methods, and utilizes hospital pre-certification, large case
management, hospital bill audits, and a preferred provider organization program in managing and administering
health benefits. Such strategies have been very effective for the City in managing medical costs in a changing
health care industry. The City will continue to strive for further enhancements, improved efficiencies, and cost
minimization. In fiscal year 1999, the Employee Benefits Fund had retained earnings of $3,927 and cash reserves
of $8,900.

Debt Administration

The City utilizes a comprehensive, debt management financial planning program (The Debt Management Plan)
which is updated annually. The Debt Management Plan is a major component of the City’s financial planning.
The model projects financing needs while measuring and assessing the cost and timing of each debt issuance. It
involves comprehensive financial analysis which utilizes computer modeling, and incorporates variables such as
interest rate sensitivity, assessed values changes, annexations, and current ad valorem tax collection rates. Use of
this financial management tool has assisted the City in meeting its financing needs by facilitating timely and
thorough planning which has allowed the City to capitalize on market opportunities.

At September 30, 1999, the City’s gross principal amount of outstanding indebtedness that is secured by an ad
valorem tax pledge was $754,958. The table shown below illustrates the composition of the City’s long-term
indebtedness payable from ad valorem taxes.

LONG-TERM INDEBTEDNESS
PAYABLE FROM AD VALOREM TAXES

General Improvement Bonds $ 658313
Taxable Certificates of Obligation 16,845
Combination Tax and Revenue Certificates of Obligation 79,800
Total Debt Payable from Ad Valorem Taxes 754,958
Less Self-Supporting Debt 27,560
Net Debt Payable from Ad Valorem Taxes $ 727,398

The total and net debt amounts contained in the schedule above are equal to 2.42% and 2.33% respectively of the
tax roll year 1999 net taxable assessed valuation of $31,253,551. Authorized but unissued debt as of September
30, 1999, equaled $184,425, of which the City does not intend to issue $16,660 authorized by the January 26,
1980 election. This results in net authorized but unissued debt totaling $167,765 as of the fiscal year-end.

On December 10, 1998, the City sold $27,565 General Improvement Bonds, Scries 2000, and $8,490
Combination Tax and Revenue Certificates of Obligation, Series 2000, which are scheduled to be delivered on
February 15, 2000. The $27,565,000 represents the final installment of the bonds authorized in the May, 1994
bond election. On May 1, 1999, the citizens of San Antonio passed an election authorizing the issvance of
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$140,200 general improvement bonds. Proceeds from the bonds to be delivered on February 15, 2000 and the
remaining unissued bonds are authorized to be sold for purposes including improvements to: (i) streets and
pedestrian ways, (ii) drainage, (iii) flood control with park improvements, (iv) parks and recreational facilitics,
(v) library system, and (vi) public safety.

The City Charter limits the amount of general obligation debt to a maximum of ten percent (10%) of the total
assessed valuation. Texas law and the City Charter provide that the City may levy an ad valorem tax rate not to
exceed $2.50 per $100 assessed valuation. There is no limitation within the $2.50 rate for interest and sinking
fund purposes. The ad valorem tax rate approved by City ordinance for the fiscal year ended September 30, 1999,
was $0.57979 per $100 assessed valuation, of which the debt service component is $0.23400 and the
maintenance and operation portion is $0.34579. NOTE: Tax rates in this “Debt Administration” section are not
expressed in thousands.

Strict adherence to conservative financial management has allowed the City to meet its financing needs while at
the same time maintaining its “Aa2”, “AA+” and “AA+” bond rating by Moody’s Investors Service, Standard &
Poor’s Ratings Services and Fitch IBCA, Inc., respectively. The positive trend in the City’s credit strength is
evidenced by the Standard & Poor’s rating upgrade in December, 1998 from “AA” to its current “AA+” and
Fitch IBCA, Inc.’s rating upgrade in October, 1999 from “AA” to “AA+".

INDEPENDENT AUDIT

State statutes require that an annual audit by an independent certified public accountant be conducted. The
accounting firms KPMG LLP, Garza/Gonzalez & Associates, and Robert J. Williams CPA were selected by the
City’s Audit Committee in 1997. In addition to meeting the requirements set forth in State statutes, the audit was
also designed to meet the requirements of the Single Audit Act Amendments of 1996 and related OMB Circular
A-133. The Independent Auditors’ Report on the general purpose financial statements, combining and individual
fund statements, and required disclosures and schedules are included in the Financial Section of this CAFR. The
Independent Auditors’ Report along with other required reports and schedules mandated by the Single Audit Act
Amendments of 1996 and OMB Circular A-133 are in a separate document.

AWARDS

San Antonio’s appeal to its citizens, potential businesses and visitors stem from its historical beauty, high quality
of life and low cost of living. In 1999, the City Manager’s Office was recognized for the creation of the
Leadership Development Program by the International City/County Management Association. The educational
program identifies and develops new talent in local government management. In addition, the Purchasing
Department received an Excellence in Procurement Award for 1999 from the National Purchasing Institute, Inc.
San Antonio is one of 17 cities to receive the award for the past two years. The Government Finance Officers
Association (GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to the City for
its Comprehensive Annual Financial Report (CAFR) for the Fiscal Year ended September 30, 1998. This was the
23rd consecutive year that the City has received this prestigious award. In order to be awarded a Certificate of
Achicvement, the government published an easily readable and efficiently organized Comprehensive Annual
Financial Report. The report must satisfy both Generally Accepted Accounting Principles and applicable legal
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requirements. The Certificate of Achievement is valid for a period of one year and we believe the current
Comprehensive Annual Financial Report continues to meet the Certificate of Achievement Program's
requirements. :

The preparation of the City of San Antonio, Texas, Comprehensive Annual Financial Report for the Fiscal Year
ended September 30, 1999, was made possible by the dedication and hard work of the Finance Department,
particularly the staff of the Accounting Division. Each member of the Department has my sincere appreciation
for their contributions to the preparation of this document. In closing, please accept my sincere gratitude to the
Mayor and City Council, City Manager, Assi City Managers, Assistant to the City Manager, Executive
Directors, and their staff, for their continued support.

Respectfully Submitted,

CF=

Octavio Peiia, CPA
Director
Finance Department

(This page left blank intentionally. )
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Certificate of

Achievement

for Excellence
in Financial
Reporting

Presented to

City of San Antonio,
Texas

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended

September 30, 1998
A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement

systems whose comprehensive annual financial

reports (CAFRs) achieve the highest

standards in government accounting

and financial reporting.

6 C-.«t-, 33-.‘&4&
Sy

Executive Director

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City of San Antonio for its comprehensive annual financial report (CAFR) for the fiscal year
ended September 30, 1998. This was the 23" consecutive year that the City has achieved this prestigious award.

In order to be awarded a Certificate of Achievement, a government must publish an easily readable and efﬁciently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive annual ﬁn'anci.al
report continues to meet the Certificate of Achievement Program's requirements and we are submitting it to GFOA to determine its
eligibility for another certificate.
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M GARZA/GONZALEZ
RJW & Associates

Certified Public Accountants
212 Stumberg, Suite 208
112 East Pecan, Suite 2400 San Antonio, Tx 78204

San Antonio, TX 78205-1585 Robert J. Williams

Certified Pubiic Accountant
PO. Box 34058
San Antonio, TX 78265-4058

Independent Auditors’ Report

To the Honorable Howard W. Peak, Mayor
and Members of City Council
City of San Antonio, Texas

We have audited the accompanying general purpose financial statements of the City of San Antonio. Texas, as of
and for the year ended September 30, 1999 as listed in the accompanying table of contents under “General
Purpose Financial Statements.” These general purpose financial statements are the responsibility of the City of
San Antonio, Texas’ management. Our responsibility is to express an opinion on these general purpose financial
statements based on our audit. KPMG LLP and Robert J. Williams did not audit the financial statements of the
discretely presented component units, with the exception of the City Public Service Board, which represents 25%
and 18% of the total assets and total revenues, respectively, of the related combined total of the discretely
presented component units. Garza/Gonzalez and Associates did not audit the financial statements of the
discretely presented component units, with the exception of the SAWS and GKDC, which represent 75% and
83% of the total assets and total revenues, respectively, of the related combined total of the discretely presented
component units. Except as noted above, those financial statements were audited by other auditors whose reports
thereon have been furnished to us, and our opinion on the general purpose financial statements, insofar as it
relates to the amounts included for the discretely presented component units, is based solely on the reports of the
other auditors.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that
we plan and perform the audit to obtain reasonabie assurance about whether the general purpose financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the general purpose financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
general purpose financial statement presentation. We believe that our audit and the reports of other auditors
provide a reasonable basis for our opinion.

In our opinion, based on our audit and the reports of the other auditors, the general purpose financial statements
referred to above present fairly, in all material repects, the financial position of the City of San Antonio, Texas, as
of September 30, 1999, and the results of its operations, the cash flows of its proprietary fund types and the
changes in plan net assets of its pension trust funds for the year then ended in conformity with generally accepted
accounting principles.

The Schedules of Funding Progress on pages 91-92 and the Year 2000 information on pages 89-90, respectively,
are not a required part of the general purpose financial statements of the City of San Antonio, Texas, but are
supplementary information required by the Governmental Accounting Standards Board, and we did not audit and
do not express an opinion on such information. We have applied to the Schedules of Funding Progress certain
limited procedures prescribed by professional standards, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the supplementary information. We were unable to
apply certain of these limited procedures to the Year 2000 information because of the nature of the subject matter
underlying the disclosure requirements and because sufficiently specific criteria regarding the matters to be

. . l . KPMG LLP KPMG LLP a U S. imited lrability partnership, is
a member of KPMG International, a Swiss association



disclosed have not been established. In addition, we do not provide assurance that the City of San Antonio.
Texas. is or will become Year 2000 compliant, that the City of San Antonio, Texas’ Year 2000 remediation
efforts will be successful in whole or in part, or that parties with which the City of San Antonio, Texas does
business are or will become Year 2000 compliant.

The combining and individual fund and account group financial statements and schedules listed in the
accompanying table of contents under “Financial Statements of Individual Funds™ are presented for purposes of
additional analysis and are not a required part of the general purpose financial statements of the City of San
Antonio, Texas. Such information has been subjected to the auditing procedures applied in the audit of the
general purpose financial statements and. in our opinion, is fairly stated in all material respects in relation to the
general purpose financial statements taken as a whole.

The schedules listed under “Statistical Section” in the accompanying table of contents were not audited by us. and
accordingly, we express no opinion on them.

iKP . Aonis ﬁanga jmngw@
Me LIP bhartrjud / o

January 21, 2000
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CITY OF SAN ANTONIO, TEXAS ———

COMBINER BALANCE SHEET

(With comparative touls for September 30, 1998)
{1n Thousands)

ASSETS AND OTHER DEBITS
Assels:

Cash and Cash Equivalents
Secunty Lending Collateral-Cash and Cash Equivalents
[nvestments
Receivables:
Taxes. Inctuding [nterest, Penaities and Liens
Less allowances tor Uncollectibles
Other Accounts
Notes
Accrued Interest
Accrued Revenue
Prepaid Expenditures
Due from Other Funds
Due from Other Governmental Agencies
Inventories of Materials and Supplies, at Cast
Prepayments
Deposits
Restricted Assets
Cash ard Cash Equivalents
Investments
Receivables - Accrued Interest
Qther Accounts
Fixed Assets (Net of Accumuiated Depreciation)
Unamortized Debt Expense
Other Debits:
Amount Available (n Debt Service Fund
Amount to be Provided for Retirement
of General Long-Term Debt

Towi Assets and Other Debits

GQVERNMENTAL FUND TYPES

PROPRIETARY FUND TYPES

SPECTA T TAPITAL TNTERNAL
GENERAL  REVENUE _SERVICE PROJECTS ENTERPRISE  SERVICE
H 6527 S 8087 S 17000 § 77315 S 1346 5556
55,064 55,152 64,138 125,780 18,296 77,843
17,411 11,782
(2.813) (1,908)
3547 m 119 7
4,429 352 200
993 551 766 1715 279 901
31,287 4774 7179
14
9,784 8,159 132 1,939 733
325 15,209 5.826 127 506
2534 993 925 1516
1,674
7 386
' 20,772
40,969
470
251,311 34,295
2,027
$ 124672 S 97626 S 92316 § 212,646 S 346327 § 121,280

The notes 1o the financial staternents are an integral part of this statement.

CITY OF SAN ANTONIO, TEXAS —— —1-
COMBINED BALANCE SHEET
N ] N hd NENT UN
(With comparative totals tar September 30, 1998)
tIn Thousands}
FIDUCIARY ACCOUNT GROLPS TOTALS TOTALS
FUND TYPE “GENERALC GENERAL. (MEMORANDUM ONLY) (MEMORANDUM ONLY)
TRUST AND FIXED LONG-TERM RIMARY COMPONENT UNITS REPORTING ENTITY
AGENCY ASSETS DEBT GOVERNMENT MES

s 106,986 § (V.1 a s 222917 § 5172 § 4117 s 242206 S 376,300
110,166 110,166 110,166 141,184
1,162,388 1,558,711 454 92,072 1,651,237 1,279,880
29,193 29.193 28.526
4.718) 4.718) (4,357)
6.373 10.888 6.070 129,724 146,682 133.169
4581 2417 2,364 10.262 9.686
5497 10.702 934 11,636 9.595
388 43,628 43,628 40.780
14 14 9
20,747 20,747 8,149
44 22,037 7.196 27 29.260 12,807
5,968 692 87.309 93.969 90,487
! 1,675 7,598 9,273 10,583
457 457 940
20,772 45,799 66371 35,202
40,969 700.139 741.108 994,066
470 470 433
36
Jo6 2331674 48,196 3.363,161 7,763,031 7,454,371
2,027 16,110 18137 16,320
81.908 81,908 81,908 77,953
898,903 898.503 42.029 940,922 914,388
§ 1392709 S 1065702 § 980811 § 5,434,089 § 112,226  § 0.439.854 § 12,006,169 S 11.681.007
(Contd)
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COMBINED BALANCE SHEEX

———— CITY OF SAN ANTONIO, TEXAS ——

ALL FUND TYPES, ACCOUNT GROUPS, AND DISCRETELY PRESENTED COMPONENT UNITS

LIABILITIES AND EQUITY AND OTHER CREDITS

Liabilines:
Vouchers Payable
Deferred Revenues
Accounts Payable-Other
Accrued Payroll
Accrued Leave Payable
Accrued Interest
Lease Purchase Agreements - Current
Lease Purchase Agreements - Long-Term
Matured Bonds and interest Payable
Payable from Resmcted Assets:
Vouchers Payabie
Other Payables
Accrued Revenue Bond and Certificate Interest
Current Portion of Bonds and Certificates
Due t0:
Other Funds
Other Governmental Agencics
Employees for Deterred Comp Plan
Secunty Lending
Amounts Held In Trust
Notes PayablesLease Purchase
Lease Purchase {Net of Current Poruion)
Genera! Obligation Bonds Payabie
Centificates of Obligation Payable
Revenue Bonds Payable

General Obligation/Enterprise Funds (Net of Current Portion)

Revenue Bonds (Net of Current Portion)
Unamortized Premium

Less: Unamortized Discount on New Series Bonds

Deferred Amount on Refunding
C 1 Ob it Paper
Accumulated Accrued
Sick Leave
Annual Leave

Totl Liabihines

Fund Equity and Other Credits:
Contributed Capital (Net of Amortization)
Investment in General Fixed Assets
Retained Eamings:
Reserved for Bond Retirement
Reserved for Construction
Reserved for Improvement and Contingency

(In Thousands)

GOVERNMENTAL FUND TYPES

{With comparative totals for September 30, 1998)

PROPRIETARY FUND TYPES

Reserved for Renewal and-R
Unreserved
Fund Balances:
Reserved:
Reserved for Encumbrances
Reserved for Inventones
Reserved for Prepaid Expenditures

Reserved for Employ
Heaithcare Benefits

Reserved for Debt Service

Reserved for Convention Center Project

Reserved for Notes

Reserved tor Other Restricted Purposes

Unseserved
Designated
Undesignated

' Pension/F y

wiat Equity and Qther Credits

Towl Liaaliies and Fund Equucy and Other Credits

SPECTA T TAPITAL TNTERNAL
GENERAL  REVENUE  SERVICE  PROJECTS ENTERPRISE _ SERVICE
H 2965 5§ 10,565 008 13819 S 1,599 S 3,868

18.288 5245 9,878 1.533
860 754 451 3,088 7,382 38,573
15,464 3611 1621 797
2,559 476 1,903 929
9
329
1.048
9
574
3,208
2,070
5,995
9,341 70 9,858 741
4,066 71
55
420
20.220
110,205
611y
(124)
40,136 34,058 10,408 31,765 155,791 46,264
88,759 37126
13,336
48,813
21,107
- 12,391
1550 23,999
6.316 16,126 163,903
2,534 993
14
61,357
20,551
8.708 8,440
66,964 38,009 16,978
84,536 63,568 31,908 180,381 190,536 75,016
S 124672 S 97.626 92316 § 202046 S 336327 S 121,280

The notes 1o the {inancial statements are an integral part of this statement.

———— CITY OF SAN ANTONIO, TEXAS ——— ~2-
COMBINED BALANCE SHEET
N NI LN
SEPTEMBER 30, 1999
{With comparative totals for September 30, 1998)
(In Thousands)
FIDUCIARY ACCOUNT GROUPS TOTALS TOTALS
FUND TYPE ~GENERAL GENERAL™ (MEMORANDUM ONLY) V\MEMORANDUM ONLY)
RUST AND FIXED LONG-TERM PRIMARY COMPONENT UNITS T NTITY
AGENCY ASSETS DEBT GOVERNMENT N3 1999 1998
S 1,128 § o 3 0 s 33944 § 15012 $ 113,09 $ 162,052 $ 17.513
34,944 1,968 36.912 37.567
10,034 76,142 308 12,255 89,205 35920
245 21,738 2,838 24,576 17.270
36 5,903 374 3,540 9.817 8,485
9 9 3
329 329 104
1.048 1,048 308
9 9 9
574 374 1,050
1674 4.882 172,746 177,623 211015
2.070 1.839 3.909 4273
5.995 82,710 88,705 85.730
"37 20,747 20747 8.149
4,717 2,783 7.560 11,085
430
110,166 110,166 110,166 141,184
2 2 2 2
200 255 42,029 42284 36,290
420 420 123
639,483 639.483 639,483 646,983
93,730 93,730 93,730 63,600
182,012 182,012 182,012 182,012
20.220 20.220 21,720
110,205 3.227.815 3.318.020 3,151,903
1,849 1.349 2.026
(1,611) 37,071 (38.682) (73.087)
(129) (222.253) (222,377) 67,354
273.804 273,804 320,586
41,465 41,463 41,463 39.883
22247 22,247 22,247 22,174
132,348 980.811 1,431,581 62,974 3,633,168 3,127,723 3,276,956
125.385 571859 697,744 666.804
2,065,702 2,065,702 48,196 2,113,898 1.545.693
13,336 863 14,199 169,713
48,813 30.062 78.875 69.558
24,107 461,903 486,010 348,311
12,891 12,891 9.300
40,520 1,761,999 1.802.519 1,721,853
280 186,625 186.625 212,190
3,527 692 4219 4.353
14 14 9
1242140 1,242,146 1,242,146 1,003,268
61,357 61357 $8.051
20.551 20551 19.902
2417 2417 1.954
1,088 1.088 1.016
17,148 17,148 14376
17913 139,836 31410 116,743 139,000
1,260.361 20163,702 4.002.508 49.252 2.826.686 65378440 n,404.051
S 1392709 S 2400302 S 980811 § 5,434,089 § 112,226 § 6459354 3 12006,169 S 11981007

tend ol siatement)
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-~—— CITY OF SAN ANTON{O, TEXAS ———

COMBINED STATEMENT OF REYENUES, EXPENDITURES AND CI

IANGES IN FUND BALANCES

ALL GOVERNMENTAL FUND TYPES. EXPENDABLE TRUST FUNDS, AND DISCRETELY PRESENTED COMPONENT UNITS
EFOR THE YEAR ENDED SEPTEMBER 30, 1999

(With

+

¥

ve totals for Sep

(In Thousands)

GOVERNMENTAL FUND TYPES

30, 1998)

FIDUCIARY
FUND TYPE (MEMORANDUM ONLY)GOVERNMENTAL (MEMORANDUM ONLY)

TOTALS

TOTALS

SPECIAL DEBT CAPITAL EXPENDABLE PRIMARY COMPONENT REPORTING ENTITY
GENERAL REVENUE SERVICE PROJECTS TRUST GOVERNMENT UNITS 1999 1998
Revenues
Taxes $ 261,392 § 40,169 $ 73990 § 0 s 0 375,551 § 0 $§ 375551 § 353,908
Licenses and Permits 12,164 12,i64 12,164 11,160
Intergovernmental 2,527 150,312 15,879 168,718 36,20t 204,919 143,697
Revenues from Utilities 149,956 149,956 149,956 150,834
Charges for Services 21,726 38470 1,208 61,404 10,317 71,721 65,391
Fines and Forfeits 11,838 11,838 11,838 11,525
Miscelianeous 12,706 16,132 6,208 13,582 2,772 51,400 2,769 54,169 46,716
in-Kind Contributions 7,500 7,500 243 7,743 20,565
Total Revenues 472,309 252,583 80,198 29,461 3,980 838,531 49,530 888,061 803,796
Expenditures
Current: . !
General Govemment 49,439 1,272 il 50,821 50,821 47,184
Public Safety 289,777 10,742 844 301,363 301,363 280,357
Streets and Roadways 9,467 54,422 191 64,080 64,080 60,411
Health Services 11,278 49,667 165 61,110 61,110 56,713
Environmental Protection and Control 100 100 100 142
Sanitation 2,399 2,399 2,399 2,781
Welfare 11,408 80,429 554 92,391 92,391 80,753
Culture and Recreation 48,026 5,200 1,871 55,097 55,097 49,528
Convention and Tourism 34472 34,472 34,472 33,969
Conservation 16 16 16 10
Urban Redeveiopment and Housing 19,230 1,253 20,483 11,205 31,688 25,883
Economic Development and Opportunity 5,190 16,950 22,140 52,644 74,784 31,283
Capital Projects 147,549 147,549 147,549 99,034
Debt Service:
Principal Retirement 36,095 36,095 36,095 31,225
Interest 48,879 48,879 48,879 48,314
Cash Contributions to Refunded
Bond Escrow Agent 617 617 617 1,106
Issuance Costs 644 644 644 44)
Total Expenditures 426,984 272,500 86,235 147,549 4,988 938,256 63,849 1,002,105 849,136
(Cont'd)
Excess (Deficiency) of Revenues
Over Expenditures 45,325 (19,917) (6,037) (118,088) (1,008) (99,725) (14,319) (114,044) (45,340)
Proceeds of Debt [ssuance 27,100 59.210 86.310 86,310 90,522
Payments to Refunded Bond Escrow Agent {26,597) (26,597) {26,597) (63,459)
Proceeds from Notes and Loans 11,281 11,281 1,683
Operating Transfers in . 15,208 67,662 49,489 66.419 661 159,439 159.439 105,690
Operating Transfers Out (64,442) (42,997) (47,855) (92) (155,386) (155,386)  (100,862)
Total Other Financing Sources (Uses) (49,234) 24,665 9,992 77,774 569 03,766 11,284 75,047 35,574
Excess (Deficiency) of Revenues and Other
Financing Sources Over (Under) Expenditures
and Other Financing Uses (3,909) 4,748 3,955 (40,314) (439) (35,959 (3,038) (38.997) (9,766}
Fund Balances, October 1 as Previously Reported 88,445 58,820 77,953 221,195 18,654 465,007 3,983 469,050 478,816
Prior Period Adjustment i 1
Beginning Fund Balance as Restated 88,445 58,820 77,953 221,195 18,654 465,067 4,094 469,161 478816
Fund Balances, September 30 $ 84536 $ 63,568 $ 81908 § 18088l § 18215 % 429,108 § 1,056 § 430,164 § 469,050

T'he notes to the financial stalements are an integral part of this statement.

{end of statement)



CITY OF SAN ANTONIO, TEXAS

(In Thousands)
GENERAL FUND SPECIAL. REVENUE FUNDS DEBT SERVICE FUNDS
VARIANCE- VARIANCE- VARIANCE-
FAVORABLE FAVORABLE FAVORABLE
BUDGET ACTUAL (UNFAVORABLE) BUDGET ACTUAL (UNFAVORABLE) BUDGET ACTUAL (UNFAVORABLE)
Revenues
Taxes s 253033 § 261,392 § 8,359 $ 39,021 § 40,169 $ 1,148 § 72922 § 73,990 § 1,068
Licenses and Permits 11,742 12,164 422
Intergovernmental 2,329 2,527 198 3,789 2,995 (794)
Revenues from Utilities 142,796 149,956 7,160 -
Charges for Services N 20,818 21,726 908 35,421 38,446 3,025
Fines and Forfeits 10,637 11,838 1,201
Miscellaneous 9,700 12,706 3,006 5,921 9,248 3,327 5,619 6,208 589
Total Revenues 451,055 472,309 21,254 84,152 90,858 6,706 78,541 80,198 1,657
Current:
General Government 60,842 50,128 10,714 1,226 1,329 (103)
Public Safety 297,398 291,549 5,849 1,777 3,192 (1,415)
Streets and Roadways 9,401 9,467 (66) 35,751 37,238 (1,487)
Health Services 11,512 11,395 117 33,941 33,242 699
Sanitation 2,296 2,400 (104)
Welfare 12,296 12,047 249 .
Culture and Recreation 50,334 48,771 1,563 824 845 21
Convention and Tourism 37,930 36,087 1,843
Economic Development and Opportunity 6,188 5,618 570
Debt Service 86,235 86,235
Total Expenditures 450,267 431,375 18,892 111,449 111,933 (484) 86,235 86,235
Excess (Deficiency) of Revenues Over
(Under) Expenditures 788 40,934 40,146 (27,297) (21,075) 6,222 (7,694) (6,037) 1,657
Proceeds from Debt Issuance 27,100 27,100
Payments to Escrow Agent (26,597) (26,597)
Operating Transfers In 15,578 15,208 (370) 55,111 55,623 512 9,694 9,489 (205)
Operating Transfers Out (67,264) (66,367) 897 (50,378) (46,648) 3,730
Total Other Financing Sources (Uses) (51,686) (51,159) 527 4,733 8,975 4,142 10,197 9,992 (205)
Excess (Deficiency) of Revenues and Other
Financing Sources Over (Under) Expenditures
and Other Financing Uses (50,898) (10,225) § 40,673 (22,564) (12,100 § 10,464 2,503 3955 % 1,452
IFund Balances, October 1 88,445 88,445 55,655 55,655 77,953 77,953
Add Encumbrances 6,316 16,127
Fund Balanges, September 30 3 37547 % 84,536 3 33,091 § 59,682 3 80,456 § 81,908

The notes to the financial statements are an integral part of this statement.



—— CITY OF SAN ANTONIO, TEXAS ——

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES (N RETAINED FARNINGSFUND BALANCES

ALL PROPRIETARY FUND TYPES AND DISCRETELY PRESENTEQ COMPONENT UNITS

(With conmparative wtals for Sepiember 30, 1998)

-5

———— CITY OF SAN ANTONIO, TEXAS

(in Thousands}
TOTALS TOTALS
PROPRIETARY FUND TYPES (MEMORANDUM ONLY) PROPRIETARY ({MEMORANDUM ONLY)
INTERNAL PRIMARY COMPONENT REPORTING ENTITY
ENTERPRISE SERVICE GOVERNMENT UNITS 1999 1998
Charges for Services 3 38,862 3§ 98,766 § 187.628 3 1204859 § 1,392,487 § 1,332,353
Queranag Expenses
Personal Services 139,041 18,386 57,427 57427 52.334
Contractual Serices 23995 41.676 65,591 3 65.902 38.391
Commodites 4972 2,424 7.396 9 7405 2325
[nsurance 1.516 1516 1516 2.036
Matenals 12,189 12,189 12,189 11321
Gas, Electnc & Water Systems Operations and
Matenance 745.067 745,067 714240
Other 15,246 15,246 15.246 12,845
Depreciadon 8,577 11,879 20,456 212,243 232,699 216311
Total Operating Expenses 78,021 101,800 179,821 957.630 1137451 1,084 903
Operaung income (Loss) 10,841 (3.034) . 7,807 247.229 255.036 247.450
Nonoperating Revenues (Expenses)
Interest and Other 4,581 3373 8,454 68,738 77.192 86,572
Other Nonoperating Revenue 410 1.214 1,624 1.624 1.316
Gain on Disposinon of Fixed Asscts H 1321 1,326 266 1.592 1.744
[nterest and Debt Expense (8.983) {63) (9.046) (178.347) (187,393) 227479
Other Nonoperanng Expenses {660) {660) {44,821) (45.481) {6.108)
Total Nonoperating Revenues (Expenses) (4.647) 6,345 1,698 (154.164) {152.466) {163,655}
Income Before Operating Transfers 6.194 3131 9,508 93.065 162,570 33.795
Operauny Transfers in 744 3.860 4,604 4,604 3369
Operating Transfers Out (4.428) (4.229) (8.657) (8.657) 18.397)
Toul Operatng Transfers {3.684) (369) (4,083) (4.053) 14.328)
Income before Extraordinary item 510 2,942 5,452 93,065 98,517 "8.967
Exmordinary {tcm
(Loss) on Retirement Bonds (24.900) (24,900}
Net [ncome - 2,510 2,942 5,452 68,465 73617 78.967
Add Amoruzation of (Depreciation of) Federally
Conmibuted Fixed Assets . 1,642 1.642 1642 1045
Increase In Retained Eamings 4,152 2,942 7,094 68,165 75.259 30,612
Reumed Eamings Fund Balances, October | 97,625 34,948 132573 2,186,662 21319235 1273574
Residual Equity Transfer Out (349510)
Retauned EamngvFund Bajaaces. Scptember 3¢ S 101777 § 37890 § 139667 § 2254827 § 2394494 3 2.319 235

The notes to the financial statements are an ntegral part of this staement

tend of saiement}

{This page left blank intentionally.)




—6— ——— CITY OF SAN ANTONIO, TEXAS ——
COMAINED STATEMENT OF CASH FLOWS
ALL PROPRIETARY FUND TYPES AND DISCRETELY PRESENTED COMPONENT UNITS
(With comparanve totals for September 30, 1998)
(I Thousands)
TOTALS TOTALS
PROPRIETARY FUND TYPES (MEMORANDUM ONLY) PROPRIETARY (MEMORANDUM ONLY)
INTERNAL PRIMARY COMPONENT REPORTING ENTITY
ENTERPRISE  SERVICE GOVERNMENT UNITS 1999 1998
Cash Flows from Qperaung Aquvitics
Cash Recerved trom Customers s 38692 $ 98.537 § 187,229 ' § 1187469 § 1,374,698 S 1.333.629
Cash Payments to Suppliets for Goods and Services {23.386) (66.843) (95.229) (604,138) (699.367) (682,777)
Cash Payments 1o Employees for Service (38.757) (18,162) (56919 (36,846) (93.765) (87.416)
Other Nonoperating Revenues 318 1214 1.632 1.632 1,281
Qther Nonoperating Expenses (42,289) (42,289) (3,025)
Net Cash Provided by Operating Activitics 21.967 14,746 36,713 504,196 540,909 561.692
Operating Transfers In from Other Funds 635 3.860 4,495 4,495 3942
Operating Transfers Out to Other Funds {4,449) {4.229) (8,678) (8.678) (8.286)
Residual Cash Transfer to Successor Fund (35.212)
Net Cash (Used for) Non-Capital Financing Activiies (3.814) (369) (4,183} (4,183) (19.556)
,Acqulsmon and Construction of Capital Assets (18,943) {11.365) (30.308) (402.565) (432871 (316.281)
Proceeds from [ssuance of Long-Term Debt 75.000 75,000 17,700
Proceeds from Joint Operations Agreement 18,062 18,062
Proceeds from Litigation Setlement 12,108 12,109
Redemption of Commercial Paper (34,9500) (34.900)
Debt Issuance Cost (33) (33 (185) {218) (2,703)
Proceeds from Note 352 352 352
Principal Payments on Long-Term Debt {6.130) (265) (6.395) {245.003) {251,398 {312.029)
[nterest Paid on Long-Term Debt (9,027 (55) (9.082) (214,688) (223,770 {230.811)
Principal Payment on Notes (141) (141) (140 (234)
Interest Paid on Notes an un (1) (19)
Proceeds from Sale of Assets 38 2823 2,861 1126 3987 524.209
Capital Contributed for Construction 15,355 15,355 16,085
Net Cash (Used for) Capital and Related Financing Activitie (33.895) (8.862) (42,757) (775.689) (8i8.446) (304.083)
Cash Flaws from . .
Purchase of Investment Securitics (611,763 (452,233 (1,063.996) (1.585.019) (2.649.015) (2.865.1335)
Maturity of [nvestment Sccurities 610,148 429,850 1,019,998 1711355 2.751.353 2,705,420
Proceeds from Notes Receivable Collections 93 793 405 t.198 740
Loans Disbursed 1896) 1896) {615)
Interest on Notcs 24 24 24 74
[nterest on Investments . 4,471 3618 8,089 58,788 66.877 67.471
Net Cash Provided by (Used for) Investing Actvities 2.856 (17,948) (15.092) i84.633 169,541 (92.045)
Net [ncrease {Decrease) in Cash and Cash Equivalents (12.886) (12,433) (25.319) (86.360) {112,179} 126.008
Cash and Cash Equivalents, October | 35,104 17.989 53.093 146.776 199.869 73.861
Cashand Cash ber 30 5 22218 5556 3§ 27774 $ 59916 $ 87.690 $ 199.369
1Cont'd)

The notes to the financial statements are an integzal pan of this satement.

——— CITY OF SAN ANTONIO, TEXAS -—— —6—
COMBINED STATEMENT OF CASH FLOWS
ALL PROPRIETARY FIIND TYPES AND DISCRETELY PRESENTED COMPONENT UNITS
M
{With comparative totals for September 30, {998)
(In Thousands)
TOTALS TOTALS
PROPRIETARY FUND TYPES  (MEMORANDUM ONLY) PROPRIETARY (MEMORANDL M ONLY)
INTERNAL PRIMARY COMPONENT REPORTING ENTITY
. ENTERPRISE SERVICE GOVERNMENT UNITS 1999 1998
ieconailiation of Qperating Incoms to Net Cash
Operatiny ncome (Loss) $ 10,841 § {3.034) § 7807 § 247229 $ 255,036 § 247,450
Adjustments 10 Reconcile Operating Income {Loss) '
to Net Cash Provided by Operaung Acuvities:
Depreciation 8,577 11,379 20,456 212,243 232,699 216411
Other Nonoperating Revenues 418 1214 1.632 1632 l:}lé
Other Nonoperating Expenses (42.289) (42.289) (3.025)
Amortization Expense 47.518 47518 47:3 ft
Accretion of Capital Appreciauon Bond Discount 17,18t 17,181 19.208
Allowance for Interest Used Duning Construction (4.743)
Changes tn Assets and Liabilities: '
{Increase) Decrease in Accounts Receivable (17.662) (17.662} 5.5i5
(Increase) Decrease 1n Other Accounts Receivabie 158) 8) (66} 664 598 (16.'“2)
(Increase) Decrease in Accrued Revenues {1.0i9) {1.019) 718 3o (‘308)
(Increasc) Decrease in Due from Other Funds (6) 8 (6) 209
(Increase) Decrease in Due Fram Other Gov't Agencies (182) (182) (&3] (187) 144
(Increase) Decrease in [nventories 131 198 329 (3.949) (3.615) 8.610
(Increase) Decrease in Prepaid Expenses 944 944 (.4 15y
Decrease in Deposits 19 19 19 %9
Increase in Vouchers Payable 752 1.582 2334 16.674 19.008 6214
Increase in Other Payables 1160 2830 3990 25,101 29091 34421
{Decrease) in Due to Other Funds (25) {25) 2% (‘152)
Increase (Decrease) in Accrued Payroll 228 145 n (145) 228 (38)
Increase in Accrued Leave Payable 55 b 134 307 H1 360
Increase in Deferred Revenue 907 907 2907 213
(Decrease) in Customer Deposits (338) 1338) (336}
£ Cash Provided by Operating Activilies S 21,967 S 14746 S 16713 § 504,196 S 340909 § 561.692
Acquisiion and Constuction of Capital Assets from
Capital Contnbutions 3 6445 § 201§ 6,646 S 19785 S 26431 8 18914

iend of statement)



=7~ —— CITY OF SAN ANTONIO, TEXAS —

{With comparative totals for September 30, 1998)
(In Thousands)

FIRE FIRE AND
AND POLICE
POLICE RETIREE
PENSION HEALTH CARE TOTALS
FUND FUND 1999 1998
Additions
Contributions:
Cuty Contribution S 36,883 § 13,293 50,176 S 45,237
Contributions from Employees 18,441 171 18,612 17,633
Total Contmbutions 55,324 13,464 68,788 62,870
[nvestment Income:
Interest 21,335 1,012 22,347 22,734
Dividends 11,27t 621 11,892 13,054
Net Appreciation (Depreciation) in Fair
Value of [nvesiments 175,277 6,875 182,152 (17,571
Real Estate [ncome, Net 243 243 207
Securnities Lending Income 6,352 6,352 7,630
Other Income 403 46 449 368
Less Investment Expenses:
[nvestment Management and Custodial Fees {4,222) 373) (4,595) 3,332)
Securities Lending Borrower Rebates (5,678) (5,678) (6,934)
Securities Lending Fees (236) (236) (243)
Net [nvestment [ncome 204,745 8.181 212926 15,912
Total Additions 260,069 21,645 281,714 78,782
Benefits Paid to Participants:
Postemployment Healthcare 3,255 3,255 2921
Annuities 36,021 36,021 34,304
Back DROP Payments 1,647 1,647 2,974
Refunds of Participant Contributions 423 423 203
Personnel Costs 406 406 400
Contractual Services 463 265 728 534
Other 7 7 7
Depreciation 18 18 20
Maintenance and Utilities 331 331 288
Totai Deductions 39,309 3,527 42,836 41,651
Net Increase 220,760 18,118 238,878 37,131
Net Assets Held in Trust for Pension/Postemployment
Healthcare Benefits, October 1 963,183 40,085 1,003,268 931,186
Residual Equity Transfer [n 34951
Net Assets Held 1o Teust for Pension; Postemployment
Healthcare Benefits, September 30 S 1183943 S $8.203 1242146 S 1.303.268

The notes to the financial statements are an integrai part of this statement.

———— CITY OF SAN ANTONIO. FEXAS
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City of San Antonio
Texas

Component Units

As set forth in GASB Statement Number 14, “The Reporting Entity”, Component Units which
by the nature and significance of their relationship with the City is such that their exclusion
Jrom the reporting entity’s financial statements would be misleading or incomplete and as
such are presented discretely with the City's financial statements.

The City has determined that the following component units meet the criteria for discrete
presentation as set forth in GASB Statement Number 14:

SAN ANTONIO DEVELOPMENT AGENCY (SADA) - SADA is responsible for
implementing the City’s Urban Renewal Program. A majority of the financing is provided
Jrom the City in the form of pass-through granis.

CITY OF SAN ANTONIO HIGHER EDUCATION AUTHORITY (CSAHEA) - CSAHEA
was established in accordance with state law for the purpose of aiding non-profit institutions
of higher education in providing educational facilities and housing facilities. The
corporation is authorized to issue revenue bonds for said purposes on behalf of the City but
the bonds are not obligations of the City.

GREATER KELLY DEVELOPMENT CORPORATION (GKDC) - GKDC is a non-profit
corporation established in 1996 for the purpose of monitoring the proposed closing of Kelly
Air Force Base (Kelly) and formulating and adopting a comprehensive plan for the
conversion and redevelopment of Kelly. The corporation is authorized to issue bonds to
Jfinance related projects but the bonds are not obligations of the City.

SAN ANTONIO HOUSING TRUST FOUNDATION, INC. (SAHTF) - SAHTF is a non-
profit corporation established in 1990 for the purpose of supporting charitable, educational,
and scientific undertakings, specifically for providing housing for low and middle income
Jfamilies. In addition, the corporation provides administrative and other support for the
operations of the San Antonio Housing Trust Fund, an Expendable Trust Fund of the City.

SAN ANTONIO LOCAL DEVELOPMENT COMPANY (SALDC) - SALDC is a non-profit
corporation under agreement with the City which administers programs that provide
qualifying local businesses with loans. Loan funds administered by SALDC include the
Neighborhood Business Revitalization Program, U.S. Department of Commerce Title IX
Revolving Loan Fund, Small Business Administration Microloan Program, and a Housing
and Urban Development 108 Fund.

SAN ANTONIO WATER SYSTEM (SAWS) - SAWS serves as the City’s water, wastewater,
and stormwater utility. Financing is provided by user fees and the sale of revenue bonds.

CITY PUBLIC SERVICE (CPS) - CPS is the City's electric utility, which provides
electricity and natural gas to the San Antonio Metropolitan Area. Financing is provided by
user fees and the sale of revenue bonds.



Assets

Cash and Cash Equivalents
[nvestments
Receivables:
Notes
Other Accounts
Inventories of Matenials and Supplies
Due from Other Govemmental Agencies
General Equipment
Amount 10 be Provided for Long-Term Debt

Toul Assets

Liabulities and Fund Equity

Liabilities:
Vouchers Payable
Accounts Payable-Other
Notes Payable
Accrued Leave Payable
Deferred Revenue
Due to Other Governmental Agencics

Total Liabilities

Fund Equity:
Investment in General Fixed Assets

Fund Balances
Reserved:
Reserved for Inventories
Reserved for Notes
Reserved for Other Restricted Purposes
Unreserved:
Undesignated

Total Fund Balances

Total Fund Equity

Total Liabititics and Fund Equity

-——— CITY OF SAN ANTONIO, TEXAS —— 8
COMPONENT {NIT GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET
SEPTEMBER 30, 1999
(With comparative totals for September 30, 1998)
SAN ANTONIO SAN ANTONIO
SAN ANTONIO HIGHER GREATER KELLY  HOUSING TRUST
DEVELOPMENT EDUCATION DEVELOPMENT FOUNDATION TOTALS
AGENCY AUTHORITY CORPORATION INC 1999 1998
3 570,103 § 26,576 § 1523917 1,051,614 51472210 % 4,993,298
454,412 454,412 464,996
2,416,877 2416877 1,966,908
5.308 3,498,724 2,565.929 6,069,961 1.271,491
692,096 692,096 592,454
909,997 6,285,754 7,195,751 867,040
270,864 824 47,910,105 14,015 48,195,808 35,855,082
42,029,230 42,029,230 35,243,813
3 4,865,245 § 27,400 § 103,247,730 § 4,085,970 112,226,345 § 87,255,052
3 401,556 $ [ 14,604,457 3 6,398 15012411 § 7,712,156
306,645 492,893 8.582 808.120 563,389
42,029.230 42,029,230 35,243,813
288,841 85,280 374,121 57,370
1,146,620 820,865 1.967.485 1,636,171
100 200,713 2,582,442 2,783,255 2.203.533
997,042 100 58,559,193 3,418,287 62,974,622 47,416,432
270,864 824 47.910.105 14,015 48,195,308 35.855.052
692,096 692,096 592,454
2,416,877 2,416877 1,953,492
438,166 599,463 1,087.829 1,016,332
26476 (3.221,568) 54,205 {3.140.887) 421,290
3,597,339 26,476 (3.221,568) 653,668 1,055,915 3,983,568
3,868,203 27,300 44,688,537 667,683 49,251,723 39,838,620
3 4,865.245 § 27,400 § 103,247,730 $ 4,085,970 112,226.345 ' § 87,255,052

The notes to the financial statements are an integral part of this statement.

~9-

NIN

Revenues
[ntergovernmental
Charges for Services
Interest

{n-Kind Contributions
Total Revenues
Expenditures

Urban Redevelopment and Housing
E Devel and O

—— CITY OF SAN ANTONIO, TEXAS ——

(With comparative totals for September 30, 1998)

SAN ANTONIO

SAN ANTONIO

Total Expenditures

Excess 1Deflc ‘R )
Lnder £xpenditures

Other Financing Sources

Proceeds trom Notes and Loans

EacessReficiency) of Revenues and Other

Binanciog Sourges Qver (Under) Expendiures

Fund Balances. October | as Previously Reported

Prior Period Adjustment

Beyinning Fund Balance as Restated

Eund Balances, September 30

The notes to the financial statements are an integral part of this statement.

SAN ANTONIO HIGHER GREATER KELLY HOUSING TRUST
DEVELOPMENT  EDUCATION DEVELOPMENT FOUNDATION TOTALS
AGENCY AUTHORITY CORPORATION INC. 1999 1993
s 10,424,645  § 0 s 24744471 8 LU32,179 S 36.201.295 S 13.021.154
113.268 11.000 10,192,398 10.316.666 1838732
128,578 251 2,614,651 15385 2,763,335 22,151
243231 243231 232,713
10,666,491 11288 37.794,751 1,057,514 49,530,027 27314750
10,135,043 1,070,034 11.205.077 9,347,567
2310 52.641.806 52,644.117 20,395,951
10,135,043 23100 52,641.8306 1.070.034 63.849.194 30243518
331,448 3.940 (14.847,055) (125001 (14.219.167) 2.918.768)
11,280.636 11.280.036 3,683,460
531,448 8.940 (3.566.419) (12,500} (3.028.531) “54.092
2.955.013 17.336 344,851 666.168 3.983.568 11183%
110.878 110.378

1,065,891 17,536 344851 666,168 4.094 416 12218876
S 3.597.339 S 26476 S (3,221.568) S 653.068 S 1.055915 3§ 1983.568




Asscls

Cash and Cash Equivalents
Investments
Recetvables:
Other Accounts
Notes
Accrued [nterest
Duc from Other Governmental Agencies
Inventorics
Prepaid Expenses

Total Current Assets

Regiricted Assets

Debt Service Accounts:
Cash and Cash Equivalents
[nvestments

Construction Accounts:
Cash and Cash Equivalents
Investments

I and Contis A

p
Cash and Cash Equivalents
Investments

Other Restricted Accounts:
Cash and Cash Equivalents
investments

Designated for Compensation:
invesunents

Total Restricted Assets
Bropenty, Plant and Equipment
Land
Utility Plant in Service
Machinery and Equipment
Construction in Progress
Nuclear Fuel -Net
Held for Future Use
Total
Less: Accumutated Depreciation

Net Property, Plant and Equipment
Unamortized Debt Expense

Total Assets

——— CITY QF SAN ANTONIO, TEXAS ——

COMPONENT UNIT PROPRIETARY FUNDS

COMBINING BALANCFE SHEET
(unless otherwise indicated)
(With ive totals for September 10, 1998)
SAN ANTONIO  MAY 31, 1999 JAN. 31, 1999
LOCAL AN Al
DEVEI OPMENT WATER PUBLIC TOTALS
COMPANY SYSTEM SERVICE 1 1
H 1,426,540 § 8,189210 § 4,501,000 $ 14,116,750 § 92,479,266
10,932,304 81,140,000 92,072,304
1,448 21,395,761 108,327,000 129,724,209 109,532,959
2,395,455 468,045 2,863,500 1,904,647
8,929 924,607 933,536 1,145,322
27409 27,409 22,310
5,056,874 82,252,000 87,308,874 83,365,006
520,642 7,077,000 7.597.642 8,541,270
3,859,781 47,487,443 283,297,000 334,644,224 296,990,780
44,365,000 44,365,000 4,073,930
2,630,204 134,001,000 136,631,204 525,546,000
716,797 716,797
35,615,770 35,615,770 29,577,084
424,494,000 424,494,000 291,748,000
717,000 717,000 50,223,000
13,675,297 89,723,000 103,398,297 72,414,288
32,030,000
52,638,068 693,300,000 745,938,068 1,005,612,302
29,151,871 29,151,871 27,643,066
1,619,219,549 5,347,752,000 6,966,971,549 6,730,176,891
26,584 72,479,401 72,505,985 67,284,872
236,659,219 184,361,000 421,020,219 359,290,537
36,602,000 36,602,000 44,251,000
31,384,000 31,384,000 31,384,000
. 76,584 237,310/ 1000,099, 137,635,624 .260,030.3
524,080,129 1,670,394,000 2,194,474,129 2,019,903,645
26,584 1,433,429,911 3,929,705,000 5,363,161.495 5,240,126,721
2,135,291 13,975,000 16,110,291 14,137,891
s 3,886,365 § 1,535690,713 § 4,920,277.000 § 6,459,854,078 § 6,556,867,694

The notes to the financial statements are an integral part of this statement.

(Cont'd)

Liabitinies and Fund Equity

Curreny Liabilities: {Payable from Current Assets)

Vouchers Payable

Sewer Collections Payable
Other Payables and Accruals
Accrued Payroll

Accrued Leave Payable

Total Current Liabilities

Accrued Bond and Cernficate Interest
Current Portion of Bonds and Ceruificates
Customer Deposits

Conract Retainage Payable

Customer Advances for Construction

Total Current Liabilittes {(Payable From
Restricted Assets)

Restricted Funds

Revenue Bonds (Net of Curreat Portion)
Unamonrtized Premium
Less: Unamortized Discount

Deferred Amount on Refunding
Long-Term DebtCommercial Paper
Other Payables

Total Long-Term Liabihties
Total Liabilities
Contnbuted Capital:
Local Government
Customers
Total Contributed Capital
Retained Eamings:
Reserved for Revenue Bond Retirement
Reserved for Construction
Reserved for Improvement and Contingency
Unreserved
Total Retamed Earmings

Total Fund Equity
Total Luabihines and Fund Equin

CITY OF SAN ANTONIO, TEXAS ——

COMPONENT UNIT PROPRIETARY FUNDS

COMBINING BALANCE SHEET
99
{unless otherwise indicated)
(With comp ¢ wtals for September 30, 1998)
SAN ANTONIO MAY 31, 1999 JAN. 31,1999
LOCAL AN ANTONI
DEVELOPMENT WATER PUBLIC TOTALS
COMPANY SYSTEM SERVICE 1 [
S 120,002 § 5418151 § 107558000 S 113,096,153 $ 94,758,757
208,755 208,755 187,781
23,299 12,023,531 12,046,830 12,792,581
2,838.392 2,838.392 2,983.256
3,539,478 3,539,478 3,232,122
143,301 24,028,307 107,558,000 131,729,608 113.954,497
1,838,954 1,838,954 2,120,055
18,990,000 63,720,000 82,710,000 79,600,000
5,242,910 25,548,000 30,790.910 31,129.077
3,626,352 3.626,352 1914271
2,644,287 14,715,000 17,359,287 16,165,278
32,342,503 103,983,000 136,325,503 130,928,681
497,240,000 2,730,575,000 3.227,815,000 3.037,228,000
1,849.185 1,849,185 2,026,349
(17.531.,624) (19,540.000) (37,071.624) (71.298,169)
(10,089.674) (212,163,000) (222.252,674) (67.327,386)
503,498 145,000,000 128,300,000 273.803.498 520,586,372
579,369 120,390,000 120,969 369 158,184,578
503,498 617,047.256 2,747,562,000 3,365,112,754 3.579.399,734
646,799 673,418,066 2,959,103,000 3,633,167.865 3.824,282,922
30,000 30,000 30,000
571,829,649 571.829.649 545,892,502
30,000 571,829,649 571,859.649 545,922,902
791,250 72,000 863,250 156,240,375
30,061,928 30,061,928 25,052,535
461,903,000 461,903,000 325,371,000
3,209,566 259.589.820 1,499,199,000 1.761,998.386 1.679.997 460
3,209,566 290,442,998 1,961,174,000 2,254.826.564 2,186.661.8370
3,239,566 862.272,647 1.961,174,000 2,.826.686.213 21732584772
$ 3.886.365 S 1.535,690,713 S 4920277,000 S 6459854078 S 6356867694

The notes to the linanciai statements are an niegral pant of this statement

tend of statement)
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(unless otherwise indicated)
(With comparative totals for September 30, 1998)

SAN ANTONIO  MAY 31, 1999 JAN. 31, 1999

LOCAL SAN ANTONIO CITY
DEVELOPMENT WATER PUBLIC TOTALS
COMPANY SYSTEM SERVICE 1999 1998
Operating Bevenues
Charges for Services S 942583 S 180,041,124 S 1023876000 $ 1,204,859,707 S 1.155.638511
Operating Expenses
Contractual Services 311,109 311,109 334,403
Commodiues 9,097 9,097 7,782
Gas, Electnic and Water Systems - Operating
and Maintenance 100,429,763 644,637,000 745,066,763 724,239,767
Depreciation Expense 44,557,473 167,686,000 212,243,473 196,481,877
Total Operanng Expense 320,206 144,987,236 812,323,000 957,630,442 921,063,829
Operating [ncome 622,377 35,053,888 211,553,000 247,229,265 234,574,682
Nonoperating Revenugs (Expenses)
[nterest and Other 5,494,022 63,244,000 68,738,022 57,410,669
Gain (Loss) on Disposition of Assets 265,539 265,539 (54,962)
Interest and Debt Expense (30,133,433) (148,214,000) (178.347,433) (217,857,302)
Other Nonoperating Expense (5,944,699) (38,876,000) (44.820,699) {5,822.260)
Total Nonoperating Revenues (Expenses) (30,318,571) (123,846,000) (154,164,571 (166.323.855)
[ncome before Extraordinary ftem 622,377 4,735,317 87,707,000 93,064,694 68,250,827
Extraordinary liem
(Loss) on Retirement of Bonds {24,900,000) (24,900,000)
Net Income 622,377 4,735,317 62,807,000 68,164,694 68,250,827
Rerained Eamings, October 1 2,587,189 285,707,681 1,898,367,000 2,186,661,870 2,118,411,043
Retained Eamings. Sepiember 30~ 3 3,209,566 S 290,442,998 S 1,961,174,000 S 2.254,826.564 $ 2,186,661.870

The notes to the financial statements are an integral part of this statement.

~——— CITY OF SAN ANTONIO. TEXAS

(This page left blank intentionally.)




-12-

ws
Cash Recerved from Customers

Cash Payments o Suppliers for Goods and Services
Cash Payments to Employees for Service

Other Nonoperating Expenses

Net Cash Provided by Operauing Acuvittes

Cash Flows From Capitai and Relaied
Ei N

Acquisition and Construction of Capital Assets
Proceeds trom Issuance of Long-Term Debt
Proceeds trom Joint Operations Agreement
Proceeds from Lingauon Settlement
Redempuon of Commercial Paper
Debt Issuance Cost
Pnncipal Paymenis on Long-Term Debt
Interest Pard on Long- Term Debt
Proceeds from Sale of Assets
Caputai Contnbuted for Construction

Net Cash (Used for) Capital and Related Financing Activitics

sh Flow, Vi V]

Purchase of [nvestment Securities

Matunty of Investment Securities

Praceeds from Notes Receivable Collections
Loans Disbursed

Interest on [nvestments

Net Cash Provided by (Used for) invesung Activities
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W

EQR THE YEAR ENDED SEPTEMBER 10, 1999
{unless otherwise indicated)
(With comparative totals for September 30, 1998)

——— CITY OF SAN ANTONIO, TEXAS ~——u.

Net [ncrease (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, Octobger |

Cash.and Cash £ 30

The notes 1o the tinancial statements are an integral part of this statement.
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COMPONENT UNIT PROPRIETARY FUNDS
COMBINING STATEMENT OF CASH FLOWS
EOR THE YEAR ENDED SEPTEMBER 30, 1999
{With comparauve totals for September 30, 1998)
SAN ANTONIO MAY 31,1999 JAN. 31,1999
LocAaL SAN ANTONIO CITY
DEVELOPMENT WATER PUBLIC TOTALS
COMPANY SYSTEM SERVICE 1999 1998
B . (Q C
-
Operating Income s 622,377 S 35,053,888 S 201,553,000 S 247.229.265 § 234,574,682
Adjustments to Reconcile Operating Income
to Net Cash Provided by Operating Activines:
Depreciation 44,557473 167,686,000 212243473 196,481,377
Other Nonoperaung Expenses (3413477 (38,876,000) (42,289.177) (3.024.847)
Amortization Expense 47,518,000 47,518,000 47.311,000
Accretion of Capital Appreciation Bond Discount 17,181,000 17.181.000 19.208.000
Allowance for [nterest Used During Construction (4,743.000)
Changes n Assets and Liabilities:
(Increase) Decrease in Accounts Receivable (648) (17,662,000) {17.662,648) 5.515,000
{Increase) Decrease in Other Accounts Recervable 2,406 380,992 280,000 663,398 (16,667,706)
{Increase) Decrease in Accrued Revenues (151 718,325 718,174 81,172
(Increase) in Due from Other Govt. Agencies (5,099) (5,099) (1,400)
(Increase) Decrease in Inventories (275.868) (3.668.000) {3.943,368) 8.647,942
{Increase) Decrease in Prepaid Expenses (456,372) 1,400,000 943,628 (415,715)
Increase (Decrease) in Vouchers Payable 119,551 (2,071.156) 18,626,000 16.674,395 6,901,957
Increase (Decrease) in Other Payables {13,679) (1,118,632) 26,233,000 25.100.689 34.649,705
(Decrease) in Accrued Payroli (144,864) (144,864) {351.862)
Increase in Accrued Leave Payable 307,356 307,356 245.198
(Decrease) in Customer Deposits {127,167) {211,000) 1338.167) (335,757)
Net Cash Provided by Operating Actvites S 724,757 S 73,410,798 S 430,060.000 S 504.195.555 § 328,076.246
N
Acquisition and Construction of Capital Assets from
Capital Contnibutions ) 0 S 19,784949  § 0 S 19784949 § 17638909

The notes to the financial statements are an integral past of this statement.

SAN ANTONIO _MAY 31,1999 JAN. 31,1999
LOCAL SAN ANTONIO CITY
DEVELOPMENT WATER PUBLIC TOTALS
COMPANY SYSTEM SERVICE 1999 1998
H 939,091 § 180,315923 § 1,006214,000 $§ 1,187.469014 S 1,156.937933
(214.3349) (66,645.,645) (537.278,000) (604,137.979) (590,875,240)
(36,846,303) (36,846,303) (34,961,600)
(3,413.177) (38,876.000) (42,289,177) (3.024,847)
724,757 73.410.798 430,060,000 504,195,555 528,076,246
(4,800)  (118.190,270) (284,370,000) (402,565,070) (292.656,226)
75,000,000 75,000,000 17,700,000
18,062,000 18,062,000
! 12.109.000 12,109.000
(34.900,000) (34,900,000)
(184.644) 184,644) (2.703,340)
(82,874) (17,960,000) (226,960.000) (245.002,874) (306,697,296)
(34,606,618) (180,082,000) (214.688,618) (221,420,381
1,125,839 1,125,839 520,979,440
8.468,214 6,887,000 15,355,214 16.085.289
(87.674) (86.347.479) (689,254.000) (775,689.153) 1268.732.514)
(161.279.203)  (1.423,740,000)  (1,585,019.203)  (1.509.321.067)
139,700,000 1,571,655,000 1,711,355,000
405,193 405,193
(896,000) 1896.000) (614,298)
5,705,959 53,082,000 58,787,959 58,312,855
(490,807) (15,873,244) 200,997,000 184,632,949 (142,003,894)
146,276 (28,809.925) (58,197,000 (86,860,649) 117,339,838
1,280,264 37,715,932 107,780,000 146,776,196 29.436,358
s 1426540 S 8,906,007 § 49,583,000 §  59.915547 S 146,776,196
(Conr'd)

(end of statement)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of San Antonio (City) have been prepared in conformance with generally
accepted accounting principles (GAAP) for local govemmental units. The Governmental Accounting Standards
Board (GASB) is the accepted body for establishing govemmental accounting and tinancial reporting standards. The
following is a summary of significant accounting policies of the City.

A. Reporting Entity

In the evaluation of how to define the City for financial reporting purposes, management considered all potential
component units. The decision to include a potential component unit in the reporting entity was made by applying
the criteria set forth in GAAP and GASB Statement No. 14, "The Reporting Entity”. The underlying concept of the
financial reporting entity is that elected officials are "accountable” to their constituents for their actions. One of the
objectives of this concept is to provide users of govemmentai financial statements with a basis for assessing the
accountability of those elected officials, and accordingly, the definition of the financial reporting entity is based on
accountability.

The financial reporting entity consists of: (a) the primary government (in these financial statements the primary
government is the City), (b) component units, which are legally separate organizations for which the City is
financially accountable (blended), and (c) component units, which the nature and significance of their relationship
with the City is such that exclusion from the reporting entity’s financial statements would be misleading or
incomplete (discretely presented).

Using the criteria of GASB Statement No. 14 outlined below, potential component units were evaluated for
inclusion in or exclusion from the reporting entity, and further evaluated for financial statement presentation. Based
on their individual relationships with the City, some component unit financial statements were blended as though
they are part of the City and others only discretely presented.

The following criteria (as set forth in GASB Statement No. 14) were used in the evaluation of potential component
units of the City:

1) Legally separate

2) Financial accountability
a) Appointment of a voting majority
b) Imposition of will
¢) Financial benefit to or burden on the City
d) Fiscal dependency

3) The relationship with the City is such that exclusion would cause these financial statements to be
misleading or incomplete.

4) Service rendered by the potential component unit is provided entirely or almost entirely to the City.
The criteria outlined above was excerpted from GASB Statement No. 14. For a more detailed explanation of the
criteria established by this Statement, we refer the reader to the Codification of Governmental Accounting and

Financial Reporting Standards, as of June 30, 1999, published by GASB, Section 2600. Based upon the application
of the criteria outlined above, the following is a brief review of component units included in the reporting entity:

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A. Reporting Entity (Continued)

(the relationship among the following component units and the City
meet the criteria, as set forth in GASB Statement No. 14, for inclusion in the Reporting Entity and is such that the
financial statements are blended in with those of the City):

City of San Antonio Health Facilities Development Corporation

The City of San Antonio Health Facilities Development Corporation (HFDC) was established by Ordinance No.
55400, dated June 3, 1982, in accordance with state laws for the purposes of, and to act on behalf of, the City as a
heaith facilities development corporation under the Texas Health Facilities Development Act of 1981. The HFDC is
authorized to issue tax-exempt health facility revenue bonds, for which the City is not obligated in any manner, to
finance health related projects in support of the promotion, expansion, and improvement of health facilities. The
HFDC is govemned by a Board of Directors which is comprised of the City Council of the City of San Antonio.

City of San Antorio Industrial Development Authority

The City of San Antonio Industrial Development Authority (IDA) was established by Resolution No. 79-48-100
dated October 11, 1979 in accordance with state laws for the purposes of benefiting and accomplishing public
purposes of, and to act on behalf of, the City as an industrial development corporation under the Development
Corporation Act of 1979. The IDA is authorized to issue tax-exempt industrial revenue bonds, for which the City is
not obligated in any manner, to finance qualified projects which may further the promotion and development of
commercial, industrial, and manufacturing enterprises to promote and encourage employment and the public welfare.
The IDA is governed by a Board of Directors which is comprised of the City Council of the City of San Antonio.

San Antonio Fire and Police Pension Fund

The San Antonio Fire and Police Pension Fund (Pension Fund) is a Single Employer Defined Benefit Plan
established in accordance with state law. The Pension Fund is administered by a nine member Board of Trustees,
including three City Council Members. The City and Pension fund participants are obligated to make all
contributions to the Pension Fund in accordance with rates established by state law. Benefit levels are also set by
state law. Services rendered by the Pension Fund are exclusively for the benefit of eligible firefighters and police
officers upon retirement.

San Antonio Fire and Police Retiree Health Care Fund

The City of San Antonio Firefighters' and Police Officers’ Retiree Prefunded Group Health Plan was created in
October 1989 in accordance with the provisions of the City’s contracts with the local fire and police unions,
respectively, to provide postemployment healthcare benefits to uniformed employees who retired on or after
October 1, 1989. Pursuant to the passage of Senate Bill 1568 in 1997, a separate and distinct statutory trust, the
Fire and Police Retiree Health Care Fund (“Health Fund”), was created to provide these postemployment
healthcare benefits for eligible uniformed employees of the City. The Heaith Fund is administered by a nine
member board of trustees, including three City Council Members, and is funded primarily by contributions from
the City and contributions made by retirees on behalf of their dependents. City and retiree contribution rates are
established pursuant to Fire and Police collective bargaining agreements. See Note 16, Equity Transfer, for
additional details on the transfer of funds from the City to the Board of Trustees during fiscal year 1998.

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A. Reporting Eatity (Continued)

v (the relationship among the following component units and
the City is such that they meet the criteria, as set forth in GASB Statement No. 14, for inclusion in the reporting
entity, and accordingly are included, however are such that the financial statements are discretely presented
alongside, but not blended with those of the City):

San Antonio Water System

On February 13, 1992, the City Council determined it was in the best interest of the citizens of San Antonio and the
customers served by the water and wastewater utilities to consolidate all water utilities, agencies, and activities into
one institution. It was determined that the best mechanism for effecting the consolidation of all water systems,
agencies, and activities into a single institution was through a refunding of all the then outstanding water and sewer
bonds. The consolidation was consummated on May 19, 1992 with the creation of the San Antonio Water System
(SAWS) which inciuded the former City Water Board, Alamo Water Conservation and Re-use District, and the
City's Sewer and Stormwater Systemn.

Additionally, it was further determined by the City Council that the interests of the citizens and customers could best
be served by placing authority for management and control of SAWS, as consolidated, in a Board of Trustees. This
Board of Trustees includes the City’s Mayor as an ex-officio member along with six members appointed by the City
Council for four year staggered terms. The rates for user charges and bond issuance authorizations are approved by
the City Council.

City Public Service

City Public Service (CPS), the City's utility, provides electricity and natural gas to San Antonio and the surrounding
areas. CPS is governed by a Board of Trustees which is comprised of four members appointed by City Council and
the Mayor of the City as an ex-officio member. The rates for user charges and bond issuance authorizations are
approved by the City Council.

San Antonio Development Agency

The San Antonio Development Agency (SADA) was created under the provisions of the Urban Renewal Law of the
State of Texas. SADA is responsible for implementing the City’s Urban Renewal Program and may designate, for
urban renewal, such areas as it deems advisable, subject to approval by the City Council and the Federal Agency
which administers the overall program. SADA receives a majority of its operating funds from the City as pass-
through grant funds and is governed by a seven member Board of Commissioners appeinted by the City Council.

San Antonio Higher Education Authority

The City of San Antonio Higher Education Authority (CSAHEA) was established in 1984, in accordance with state
laws for the purpose of aiding non-profit institutions of higher education in providing educational, housing, and other
related facilities in accordance with and subject to the provisions of Section 53.35 (b) Texas Education Code, all to
be done on behalf of the City and as its duly constituted authority and instrumentality. The Act authorizes the
corporation to issue revenue bonds for these purposes on behalf of the City but the bonds are not obligations of the
City. CSAHEA is governed by an eleven member Board of Directors appointed by the City Council for two year
terms.

(amounts are expressed in thousands)
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A. Reporting Entity (Continued)
Greater Kelly Development Corporation

The Greater Kelly Development Corporation (GKDC) is a nen-profit corporation established in 1996 under the laws
of the State of Texas. The GKDC was created for the purpose of monitoring the proposed closing of Kelly Air Force
Base (Kelly); conducting comprehensive studies of all issues related to the closure, conversion, redevelopment, and
future use of Kelly; reviewing all options relative 1o the most appropriate uses of Kelly and the surrounding area;
formulating and adopting a comprehensive plan for the conversion and redevelopment of Kelly and submitting such
plan to the appropriate agency or agencies of the federal govemment; and implementing such plan as it refates to
Kelly and the surrounding area. The GKDC is authorized to issue bonds to finance any project as permitted by the
Development Corporation Act of 1979, Texas Revised Civil Statutes, but said bonds are not obligations of the City.
GKDC is governed by an eleven member Board of Directors appointed by the City Council.

San Antonio Housing Trust Foundation, Inc.

The San Antonio Housing Trust Foundation, Inc. (SAHTF) is a non-profit corporation incorporated in 1990 under
the laws of the State of Texas. SAHTF was organized for the purposes of supporting charitable, educational, and
scientific undertakings, specifically for providing housing for low and middle income families and to provide
administrative and other support for the operations of the City of San Antonio Housing Trust Fund, an Expendable
Trust Fund of the City. The Housing Trust Fund was established by the City for the purposes of providing additional
and continuing housing opportunities for low and moderate income families; promoting public health, safety,
convenience, and welfare; and revitalizing neighborhoods and the downtown area through appropriate housing
activities. SAHTF is governed by an eleven member Board of Directors appointed by the City Council.

San Antonio Local Develop t Company, Inc.

The San Antonio Local Development Company, Inc. (SALDC) is a non-profit corporation organized in 1978 under
the laws of the State of Texas and the auspices of the City. SALDC was formed to participate in the Neighborhood
Business Revitalization Program (NBRP) which is co-sponsored by the Small Business Administration (SBA), the
Economic Development Administration, and the U.S. Department of Housing and Urban Development (HUD).

SALDC, under agreement with the City, administers and operates a revolving loan fund, NBRP, that provides
qualifying local businesses with loans under economic development programs administered by the SBA. SALDC
also administers, by agr t with the City, a U.S. Department of Commerce Title IX Revolving Loan Fund, SBA
MicroLoan Program and a HUD 108 Fund. SALDC is governed by a thirty-three member Board of Trustees,
appointed by the City Council, and an eleven member Board of Directors appointed by the Board of Trustees.

(The remainder of this page left blank intentionally)

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A. Reporting Eatity (Continued)
Essential disclosures related to the above mentioned discretely presented and blended component units are included

in the complete financial statements of each of the individual component units. These statements may be obtai
the respective entity’s administrative office. The addresses are as follows: ¥ be obtained at

Discrctely P ‘c Uni

San Antonio Water System City Public Service
P.O. Box 2449 ‘ P.0O. Box 1771
San Antonio, Texas 78298 San Antonio, Texas 78296

Contact Person: Alex Hinojosa
Telephone No. (210) 704-7297

Contact Person: Gary Schaub
Telephone No. (210) 978-2484

San Antonio Development Agency San Antonio Higher Education Authority
115 E. Travis, Suite 800 P.O. Box 830504

San Antonio, Texas 78205 San Antonio, Texas 78283-0504
Contact Person: Doug Aloise Contact Person: Manuel Longoria, Jr.
Telephone No. (210) 225-6833 Telephone No. (210) 207-8080

Greater Kelly Development Corporation San Antonio Housing Trust Foundation, Inc.
143 Billy Mitchell Blvd., Ste 6 P. O. Box 2060

San Antonio, Texas 78241-6016 San Antonio, Texas 78297

Contact Person: Paul Roberson Contact Person: Tim Hathaway

Telephone No. (210) 977-7800 Telephone No. (210) 2254761

San Antonio Local Development Company, Inc.
P.O. Box 830505

San Antonio, Texas 78283-0505

Contact Person: Manuel Longoria, Jr.
Telephone No. (210) 207-8080

Blended Component Units
City of San Antonio Health Facilities City of San Antonio Industrial
Development Corporation Development Authority
P. O. Box 830504 P. O. Box 830504
San Antonio, Texas 78283-0504 San Antonio, Texas 78283-0504

Contact Person: Manuel Longon'a, Jr.
Telephone No. (210) 207-8080

Contact Person: Manuel Longoria, Jr.
Telephone No. (210) 207-8080

San Antonio Fire and Police Pension Fund San Antonio Fire and Police
311 Rooseveilt Retiree Health Care Fund
San Antonio, Texas 78210-2700 300 Convent Street, Suite 2500
Contact Person: Larry Reed San Antonio, Texas 78205
Telephone No. (210) 534-3262 Contact Person: Paul Villarreal
Telephone No. (210) 220-1339

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A. Reporting Entity (Continued)

It is management’s belief that to exclude essential disclosures from the City’s financial statements as they pertain to
CPS and SAWS would be misleading. CPS and SAWS have been identified as significant discretely presented
component units both as they relate to total component units and to the primary government. Therefore, relevant
disclosures have been included in the City’s financial statements.

Related Organizations

The City Council appoints the members to the Board of Directors for the San Antonio Housing Authority. However,
the City’s accountability for this entity does not extend beyond making appointments to the Board of Directors and
the coordination and approval of strategic plans.

B. Fund Accounting

The accounts of the City are organized on the basis of funds and account groups, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets and other debits, liabilities, fund equity and other credits, revenues and
expenditures, or expenses, as appropriate. Government resources are allocated to and accounted for in individual
funds based upon the purposes for which they are to be spent and the means by which spending activities are
controlled. The various funds are grouped in the financial statements in this report into three broad fund categories,
seven generic fund types, and two account groups as follows:

1. Governmental Funds

General Fund - The General Fund of the City accounts for all financial resources except those required to be
accounted for in another fund.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue sources
(other than expendable trusts and major capital projects) that are legally restricted to expenditures for specified

purposes.

Debt Service Funds - Debt Service Funds are used to account for the accumulation of resources for, and the
payment of, general long-term debt principal, interest and related costs.

Capital Projects Funds - Capital Projects Funds are used to account for the financial resources to be used for the
acquisition or construction of major capital facilities (other than those financed by Proprietary Funds and Trust
Funds).

2. Proprietary Funds

Enterprise Funds - Enterprise Funds are used to account for operations (a) that are financed and operated in a
manner similar to private business enterprises where the intent of the governing body is that the cost (expenses,
including depreciation) of providing goods or services to the general public on a continuing basis should be financed
or recovered primarily through user charges; or (b) where the goveming body has decided that periodic
determination of revenues eamed, expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purposes.

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Fund Accounting (Continued)
2. Proprietary Funds (Continued)

Internal Service Funds - Intemal Service Funds are used to account for the financing of goods or services provided
by one department or agency to other departments or agencies of the City, or to other governmental units, on a cost-
reimbursement basis. The City's self-insurance programs, data processing programs, and other intemal service
programs are accounted for in this fund type. :

3. Fiduciary Funds

Trust and Agency Funds - Trust and Agency Funds are used to account for assets held by the City in a trustee
capacity or as an agent for individuals, private organizations, other governmental units and/or other funds. These
include Pension Trust, Retiree Health Care Trust, Expendable Trust and Agency Funds. Pension Trust and Retiree
Health Care Trust Funds are accounted for in essentially the same manner as proprietary funds since capital
maintenance is critical. Expendable Trust Funds are accounted for in essentially the same manner as governmental
funds..Agcncy Funds are custodial in nature (assets equal liabilities) and do not involve measurement of results of
operations. .

4. Account Groups

The General Fixed Assets Account Group and the General Long-Term Debt Account Group are self-balancing
groups of accounts that are concemed only with the measurement of financial position. They are not involved with
the measurement of results of operations.

General Fixed Assets Account Group - The General Fixed Assets Account Group is used to account for fixed
assets used in governmental fund type operations. Public domain ("infrastructure™) improvements, including roads,
bridges, curbs and gutters, streets and sidewalks, drainage systems, and lighting systems are capitalized along with

other general fixed assets. No depreciation is recorded for general fixed assets.

General Long-Term Debt Account Group - The General Long-Term Debt Account Group is used to account for
long-term liabilities expected to be financed from governmental funds.

C. Basis of Accounting

Governmental Funds, Expendable Trust Funds and Agency Funds are accounted for on the modified accrual basis,
Revenues are recognized in the accounting period in which they become available and measurable. Gross receipts
and sales taxes are considered measurable when in the hands of intermediary collecting governments and are
recognized at that time. Anticipated refunds of such taxes are recorded as liabilities and reductions of revenue when
they are measurable and their validity seems certain. Expenditures are recognized in the accounting period in which
the fund liability is incurred, except for unmatured interest on general long-term debt.

(The remainder of this page left blank intentionaily)

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Basis of Accounting (Continued)

Govemmental Funds and Expendable Trust Funds are accounted for on a spending or "current financial resources”
measurement focus. This means that only current assets and current liabilities are generaily included on their balance
sheets. Their reported fund balance (net current assets) is considered a measure of "current financial resources”.
Governmental fund operating statements present increases (revenues and other financing sources) and decreases
(expenditures and other financing uses) in net current assets. Accordingly, they are said to present a summary of
sources and uses of "current financial resources” during the period.

Special reporting treatment is also applied to governmental fund inventories to indicate that they do not represent
"current financial resources”, even though they are a component of net current assets. Such amounts are generally
offset by fund balance reserve accounts. Because of their spending measurement focus, expenditure recognition for
governmental fund types is limited to exclude amounts represented by noncurrent liabilities. Since they do not affect
net current assets, such iong-term amounts are not recognized as governmental fund type expenditures or liabilities.
They are instead reported as liabilities in the General Long-Term Debt Account Group.

Proprietary, Pension Trust, and Retiree Health Care Funds are accounted for using the accrual basis of accounting,
Their revenues are recognized when they are earned, and their .expenses are recognized when they are incurred.
These Funds are accounted for on a cost of services or "economic resources” measurement focus. This means that all
assets and all liabilities (whether current or noncurrent) associated with their activity are included on their balance
sheets. The reported Proprietary Fund type equity (net assets) is segregated into contributed capital and retained
eamnings components. Proprietary Fund type operating statements present increases (revenues) and decreases
(expenses) in net assets.

The City, for its proprietary activities, applies all applicable GASB Statements as well as FASB Statements and
Interpretations, APB Opinions, and ARBs issued on or before November 30, 1989 in accordance with the provisions
of GASB Statement No. 20, “Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities that use Proprietary Fund Accounting”. The City and its discretely presented proprietary component units,
CPS and SAWS, have elected not to apply any FASB Statements and Interpretations issued after November 30,
1989.

D. E brance A ti

Encumbrances, which represent commitments for open purchase orders or unperformed contracts for goods or
services, are reported as a reservation of fund balance in the General Fund, Special Revenue Funds, Capital Projects
Funds, and Expendable Trust Funds. These outstanding encumbrances serve as authorization for expenditures in the
subsequent year. )
Encumbrances are reflected in the General Fund and Special Revenue Funds Combined Statement of Revenues,
Expenditures, Encumbrances and Changes in Fund Balance—Budget and Actual to provide a more meaningful
comparison with budget but are not considered expenditures in the financial statements.

(The remainder of this page left blank intentionally)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. GASB Implementations

SAWS adopted GASB Statement No. 27, “Accounting for Pensions by State and Local Govemmental
Employers” for its fiscal year ending May 31, 1999. The objective of this Statement is to enhance the
understandability and usefulness of pension information disclosed in the financial statements of state and local
govemmental entities. The City and CPS completed the implementation of Statement No. 27 for fiscal year
1998.

During fiscal year 1998, the City implemented the provisions of GASB Statement No. 31, *Accounting and
Financial Reporting for Certain Investments and for External Investment Pools”. This Statement provides
guidance with respect to valuation, accounting, and financial reporting of investments for governmental entities.
SAWS and CPS implemented the provisions of GASB Statement No. 31 for their respective fiscal year ends of
May 31, 1999 and January 31, 1999.

CPS implemented the provisions of GASB Statement No. 32, “Accounting and Financial Reporting for Internal
Revenue Code Section 457 Deferred Compensation Plans™ effective with their fiscal year ending January 31,
1999. The City and SAWS implemented Statement No. 32 for the City's fiscal years ended September 30, 1997
and September 30, 1998, respectively, with regard to the deferred compensation plans administered by the
International City Management Association (ICMA) and Nationwide Retirement Solutions (Nationwide). During
fiscal year 1999, the City administered plan was closed and all remaining assets were rolled over to the City
sponsored deferred compensation plans (ICMA and Nationwide). As such, GASB Statement No. 32 has been
fully implemented for the fiscal year ended September 30, 1999 and the deferred compensation plans assets and
corresponding liabilities are no longer reported in the financial statements of the City, SAWS, and CPS.

F. Budgets

The City Charter establishes requirements for the adoption of budgets and budgetary control. Under provisions of
the Charter, expenditures of each City function and activity within individual funds cannot legally exceed the final
budget approved by the City Council. Amendments to line items within a departmental budget may be initiated by
departmental directors. During the year, several supplementary appropriations which were not considered material
were made and all amendments complied with City Charter requirements.

The City prepares an annual budget for its General Fund, Special Revenue Funds (with the exception of the Special
Revenue Home Program, Categorical Grant-In-Aid, Housing and Urban Development 108 Loan Program, and
Community Development Program Funds), and the Debt Service Fund. In addition, budgets are not adopted by the
City for the San Antonio Industrial Development Authority or the San Antonio Health Facilities Development
Corporation, which have been presented as blended component units based on GASB Statement No. 14,

Budgets for the Special Revenue Home Program, Categorical Grant-In-Aid, Housing and Urban Development 108
Loan Program, and Community Development Program Funds as well as the Capital Projects Funds are adopted on a

project basis rather than on an annual basis. Appropriations in these funds remain open and carryover to succeeding
years until the related expenditures are made or until they are modified or canceled.

(The remainder of this page left blank intentionally)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Budgets (Continued)
The annual budgetary data reported for the General Fund, Special Revenue Funds, and Debt Service Funds represent
the original appropriation ordinance and amendments thereto as adopted by the City Council, adjusted for

encumbrances outstanding at the beginning of the fiscal year. All annual appropriations lapse at fiscal year end.

The following provides a summary of the City’s budgeting policy with respect to Special Revenue Funds based on
actual fiscal year 1999 resuits:

Special Revenue Funds

Actual
Revenues Expenditures Other Sources
Budgeted on an annuai basis s 90,858 $ 111,933 $ 8,975
Less: Encumbrances . (3,905) 12,221
Budgeted on a project basis 161,722 164,469 3,469
Subtotal $ 252,580 $ 272,497 $ 24,665
Blended Component Units 3 3 0

Total Special Revenue Funds $ 252,583 $ 272,500 3 24,665

The budget is prepared using the modified accrual basis of accounting except for the recognition of encumbrances
within the expenditure appropriations. Included in the above summary are blended component units which do not
adopt a budget but are merely included to facilitate reconciliation.

G. Cash, Cash Equiyalents and Investments

The City's investment practices are govemed by state statutes and by the City’s Investment Policy. City cash is
required to be deposited in FDIC-insured banks located within the State of Texas. A pooled cash and investment
strategy is utilized which enables the City to have one central depository. Investments are pooled into two primary
categories, operating funds and debt service funds. The balances in these funds are invested in an aggregate or
pooled amount with principal and interest income distributed to each respective fund on a pro rata basis. In addition,
the City may purchase certain investments with the available balance of a specific fund for the sole benefit of such
fund. In its investment portfolio, the only derivative products utilized by the City are callable bonds and U.S.
Treasury Strips. As of September 30,.1999, the City’s investment portfolio did not contain any other derivative
products nor is it leveraged in any way. For a listing of authorized investments, see Note 3.

The City implemented GASB Statement No. 31, “Accounting and Financial Reporting for Certain Investments and
for External Investment Pools™ in fiscal year 1998. The City’s policy with respect to money market investments
which had a remaining maturity of one year or less at the time of purchase is to report those investments at amortized
cost which approximates fair value. The change in fair value of investments with a remaining maturity of greater
than one year was immaterial as of fiscal year end. Amortization of premium or accretion of discount is recorded
over the term of the investments.

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
G. Cash, Cash Equivalents and Investments (Continued)

For purposes of the statement of cash flows, the City, SAWS and CPS consider all highly liquid investments with an
original maturity of approximately ninety days or less to be cash equivalents.

H. Property Taxes

The City recognizes revenues from property taxes in the period for which they were levied. Property taxes
receivable include taxes due and amounts expected to be collected within 60 days after the period end, along with
related interest and penalties. For additional disclosure related to property taxes, see Note 2.

[. Inventories

Inventories of materials and supplies consist principally of expendable items held for consumption and are stated at
cost, based on first-in, first-out and lower of average cost or market methods. For governmental and proprietary fund
types, the "consumption” method is used to account for inventories. Under the consumption method, inventory
acquisitions are recorded in inventory accounts and charged as expenditures (governmental fund types) or expenses
(proprietary fund types) when used. '

J. In-Kind Contributions

In-Kind contributions, which include contributions provided by private organizations and locai governments, are
used to match the requirements of federal and state grants. These in-kind contributions are recorded as revenues and
expenditures in the individual grants in accordance with the respective grants’ legal requirements and are valued at
estimated fair value at the date of receipt.

K. Fixed Assets and Depreciation

All fixed assets are valued at historical cost or estimated historical cost if actual historical cost is not available.
Donated fixed assets are valued at their estimated fair value on the date donated. Depreciation on all exhaustible
fixed assets of the City used by proprietary funds is charged as an expense with accumulated depreciation being
reported on the balance sheet. Depreciation is provided over the estimated useful lives of the assets using the
straight-line method. The estimated useful lives applied are as follows:

Buildings 25 - 40 years
Improvements other than buildings 10 - 40 years
Machinery and equipment 2 - 10 years

Interest costs incurred during the construction of Enterprise Fund fixed assets are capitalized into the cost of the
assets being constructed based upon guidelines established by the Statement of Financial Accounting Standards
No. 62.

The CPS utility plant is stated at the cost of construction, including costs of contracted services, direct material and
labor, indirect costs, including general engineering, labor and material overhead, and an allowance for interest used
during construction (AIUDC). CPS computes AIUDC using rates representing the cost of borrowed funds on
projects estimated to cost in excess of $250. Proceeds from customers to partially fund construction expenditures are
credited against costs for the projects. Retirements of utility plant, together with removal costs less salvage

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
K. Fixed Assets and Depreciation (Continued)

value, are charged to accumulated depreciation. The maintenance of property, as well as replacements and renewals
of iterns determined to be less than a unit of property, are charged to maintenance expense. General utility plant
assets consist of land, buildings, and equipment for general and administrative purposes that are commonly used in
electric and gas operations.

CPS computes depreciation using the straight-line method over the estimated service lives of the various classes of
depreciabie property. Depreciation as a percentage of the average depreciable plant was 3.16% in 1999.

CPS amortizes its share of nuclear fuel for the South Texas Project (STP) to fuel expense on a unit-of-production
method. Under the Nuclear Waste Policy Act of 1982, the federal government assumed responsibility for the
permanent disposal of spent nuclear fuel. CPS is charged a fee for disposal of spent nuclear fuel, which is included
in fuel expense, in the amount of $.00093 per generated kilowatt hour (KWH) for its share of electricity produced by
STP. For further discussion regarding the STP, see Note 10.

The SAWS utility plant in service is recorded on the basis of cost. Assets acquired through capital leases are
recorded on the cost basis and are included in utility plant in service. Assets acquired through contributions, such as
those from land developers, are capitalized and recorded in the plant accounts at estimated fair value at date of
donation. SAWS capitalizes certain interest costs on revenue bonds and commercial paper associated with newly
constructed utility plant additions. Maintenance, repairs, and minor renewals are charged to operating expense, while
major plant replacements are capitalized.

SAWS’ utility plant is depreciated and property under capital lease is amortized on the straight-line method. This
method is applied to all individual assets except distribution mains. Groups of mains are depreciated on the straight-
line method using rates estimated to fully amortize the costs of the asset group over their estimated average useful
life. The following estimated average useful lives are used in providing for depreciation of the SAWS utility plant:

Structures and improvements 50 years
Pumping and purification equipment 10 - 50 years
Distribution and transmission system 25 - 50 years
Collection system 50 years
Treatment facilities 25 years
Equipment and machinery 5 - 20 years
Furniture and fixtures 20 - 50 years
Computer equipment 10 years
Software 3 -5 years

L. General Bonded Debt Service
The ad valorem tax rate is allocated each year between the General Fund and the Debt Service Fund. Amounts
estimated to be required for debt service on general bonded debt are provided by allocated property taxes, interest
eamed within the Debt Service Fund, and transfers from other funds.

M. Compensated Absences
Annual leave pay is accrued as earned for City non-uniformed employees and uniformed fire and police employees.

In addition, the City's uniformed fire and police employees accrue sick leave pay. The current portion of the liability
resulting from the accrual of these compensated absences related to governmental fund types is

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

M. Compensated Absences (continued)

recorded in the respective governmental fund while the ong-term portion is accounted for in the General Long-Term
Debt Account Group. The current and long-term portions of the liability related to proprietary fund types is
accounted for in the respective proprietary fund.

N. Deferred Compensation Plans

The City, CPS, and SAWS offer their employees deferred compensation plans created in accordance with Internal
Revenue Code Section 457. The plans allow employees to defer a portion of their salary until future years. Once
deferred, this compensation is not available to employees until termination, death, disability, retirement, or
unforeseeable emergency.

The Small Business Protection Act of 1996 was signed into law on August 20, 1996 and as a result, certain
provisions of the Intemal Revenue Code 457 were amended. Under the amended provisions, all existing 457 plan
assets must be held in a custodial account, trust or annuity contract for the benefit of participants and their
beneficiaries by no later than January 1, 1999. Prior to the amendments of Internal Revenue Code 457, all amounts
of compensation deferred under the plan, all property and rights purchased with those amounts, and all income
attributable to thosc amounts, property, or rights were solely the property and rights of the employer and participant
rights were equal to those of general creditors of the employer. Once a trust, custodial account or annuity contract
exists, assets arc no longer subject to the claims of the employer’s general creditors, and all compensation deferred
into the plan, all property purchased with those amounts, and all income attributable cannot be used for any purpose
other than the payment of benefits to those individuals participating in the plan or their designated beneficiaries.

The City's deferred compensation plans were administered by (a) the City; (b) International City Management
Association (ICMA) Retirement Corporation, and (c) Nationwide Retirement Solutions (Nationwide). As of January
1, 1997, assets of the ICMA and Nationwide deferred compensation plan have been transferred to a qualified trust or
custodial account in accordance with the amended provisions of Internal Revenue Code 457. Accordingly, assets
related to these plans are no longer reported in the Agency Funds of the City. During fiscal year 1999, the City
administered plan was closed and all remaining assets were rolled over to the City sponsored deferred compensation
plans ICMA and Nationwide).

In February 1998, CPS trustees approved the amendment and restatement of the deferred compensation plan to
provide that two trusts hold all assets of the plan for the exclusive benefit of the participants and beneficiaries. As
such, CPS no longer reports the Deferred Compensation Plan assets and corresponding liability on its balance sheet
as of January 31, 1999. Deferred Compensation Plan funds are managed by an independent trustee and the plan
receives no contribution from CPS. '

SAWS? deferred compensations plans are administered by ICMA and Nationwide. During the fiscal year ended
May 31, 1998, SAWS implemented the amended provisions of Intenal Revenue Code 457. Assets of the ICMA
and Nationwide deferred compensation plans were transferred to 2 qualified trust or custodial account in
accordance with the amended provisions of Internal Revenue Code 457. As such, SAWS no longer reports the
Plan assets and corresponding liability in its financial statements.

O. Insurance
Activity for the City’s self-insurance programs is recorded in the Self-Insurance Fund Group. Assets and obligations

related to property and casualty liability, employee health benefits, workers' compensation, unemployment
compensation, extended sick leave, and employee wellness are included in the Self-Insurance Funds.

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
O. Insurance (Continued)

The City is insured for property and casualty liability. As of the fiscal year end, the City’s property was insured by
Royal Lloyds of Texas, while excess liability coverage was provided by the Fireman's Fund Insurance Company of
Ohio. Related liabilities are accrued based on the City's estimates of the aggregate liability for claims made, and
claims incurred but not reported prior to the end of the fiscal year.

The City also provides employee health, workers’ compensation, and unemployment benefits under its self-insured
programs. The City is a member of the Texas Municipal League Workers' Compensation Joint Insurance Fund, and
uses this fund as a mechanism for administering workers’ compensation claims for employees that occurred prior to
September 30, 1986. Workers’ compensation claims that occurred after October 1, 1986, are administered by third
party administrators. In addition, the City has excess workers’ compensation coverage through the General
Reinsurance Corporation at September 30, 1999. All workers® compensation loss contingencies, including claims
incurred but not reported, are recorded by the City.

Employec health benefit liabilities are determined and accrued based upon the City’s estimates of aggregate liabilities
for unpaid benefits. Regarding unemployment compensation, the City is subject to the State of Texas Employment
Commission Act. Under this act, the City’s method for providing unemployment compensation is to reimburse the
State for claims paid by the State.

All insurance carriers providing coverage for the City are required to possess an A.M. Best Company rating of A- or
better; where A- denotes “Excellent”. A.M. Best is an industry recognized rating service for Insurance Companies.
For a more detailed explanation of the City’s self-insurance programs, see Note 13.

P. Amortization of Federally Contributed Capital

Contributed capital, related to fixed assets acquired by federal or state grants, is being amortized over periods equal
to the lives of assets purchased from such contributions of capital.

Q. Fund Equity

Reservations of equity represent amounts that are not appropriable or are legally segregated for a specific purpose.
Designations of equity represent tentative plans identified by management that are subject to change. Designations
are utilized in the City’s govenmental funds for amounts which have been designated for subsequent year’s
expenditures and amounts allocated to making future improvements and replacements. The proprietary fund's
contributed capital represents equity acquired through grants and capital contributions from customers and other
funds.

R. Revenue Recognition

Govemmental-type funds record revenues on the modified accrual basis of accounting. That is, revenues are
recorded when they are considered susceptible to accrual, meaning that the revenues are both measurable and
available to finance current operations. Revenues from property taxes, sales taxes, licenses, interest revenue and
charges for services are considered susceptible to accrual. Proprietary-type funds record revenues when eamned.

CPS revenues are recognized as they are billed on a cycle basis. CPS rate schedules include fuel and gas cost
adjustment clauses that permit recovery of fuel and gas costs in the month incurred. CPS reports fuel and distribution
gas costs on the same basis as it recognizes revenue. SAWS revenues are recognized when eamed under the accrual
basis and flow of economic resources measurement focus.

(amounts are expressed in thousands)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

S. Nuclear Decommissioning

In Juiy 1990, CPS, together with the other owners of the STP, filed with the Nuclear Regulatory Commission (NRC)
a certificate of financial assurance for the decommissioning of the nuclear plant. The certificate assures that CPS will
meet the minimum decommissioning funding requirements mandated by the NRC. The STP owners agreed in the
financial assurance plan that their estimate of decommissioning costs would be reviewed and updated periodically.
In 1994, the owners conducted a review of decommissioning costs. The results estimated CPS’ share of
decommissioning costs at approximately $270,000 in 1994 dollars, which also exceeded NRC minimum
requirements.

In 1991, CPS started accumulating the decommissioning funds in an extemal trust, in accordance with the NRC’s
regulations. Effective with the fiscal year ending January 31, 1999, the Decommissioning Trust assets and related
liabilities are included in CPS’ financial statements as a component unit. The assets and kiabilities of the prior period
have been restated accordingly. At January 31, 1999, CPS had accumulated approximately $89,500 of
decommissioning funds in the external trust. Based on the annual calculation of financial assurance required by the
NRC, CPS’ trust balance exceeded the calculated financial assurance amount of $45,800 at December 31, 1998,
Based upon the 1994 decommissioning cost study, the annual levelized funding into the trust of $8,800 for 1999 was
expensed by CPS, '

T. Total Columns on Combined Statements
Total columns on the combined statements are captioned "Memorandum Only" 1o indicate that they are presented
only to facilitate financial analysis. Data in these columns do not present financial position, results of operations, or
cash flows in conformity with generally accepted accounting principles. Such data is not comparable to a
consolidation. Interfund eliminations have not been made in the aggregation of this data.

U. Other Budget Disclosures

Excesses of expenditures, transfers and encumbrances over appropriations occurred as follows:

Excesses of Expenditures, Transfers and Encumbrances Over Appropriations
Excess Expenditures,
Expenditures, Transfers and
Transfers and Encumbrances over
Fund/Expenditures Appropriations Encumbrances Appropniations
Special Revenue Funds:
Alamodome Fund ‘ $ 7854 7856 $ 2
Hotel-Motel Tax Capital Improvement
Fund 8,671 8,684 13
Otto Koehler Park Fund 172 276 104
Confiscated Property Fund 1,938 3,352 1,414
Streets’/Maintenance and Improvement
Fund 42,530 43,200 670
Child Safety Fund 1,537 1,625 88
Nelson Wolff Stadium 824 845 21
Stormwater Operating Fund 17,639 18,312 673

(amounts are expressed in thousands)
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i. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
U. Other Budget Disclosures (Continued)

In addition, the expenditures in the following function categories in the General Fund exceeded their respective
appropriations: Streets and Roadways expenditures exceeded appropriations by $67 and Sanitation expenditures
exceeded appropriations by $105. The excrss expenditures and transfers over appropriations were fully offset by
excess actual revenues or fund balances. No deficit fund balances resulted from these excesses.

V. Reclassifications
Certain prior year amounts have been reclassified to conform to current year presentation.
W. Restatement of Prior Year Balances

For fiscal year 1999, City Public Service (CPS), a discretely presented component unit, included the assets and
liabilities related to the CPS Restated Decommissioning Master Trust for the South Texas Project (the
Decommissioning Trust) in its financial statements. Accordingly, CPS has also restated the prior year assets and
liabilities. The effect of this change resuited in an increase of an asset and a corresponding liability in an amount of
$72,783 for the prior fiscal year. Restatement of fund balances ‘for the prior year were not necessary. Additionally,
in accordance with GASB Statement No. 32, “Accounting and Financial Reporting for Internal Revenue Code
Section 457 Deferred Compensation Plans”, the current period beginning CPS’ deferred compensation fund balance
was restated to remove the related information from the Balance Sheet at January 31, 1999. The prior period
information for fiscal year 1998 was not retroactively restated and was reported at market value as a non-current
asset.

During the year, management of the San Antonio Development Agency, a discretely presented component unit,
discovered certain errors in its financial statements as of September 30, 1998. For fiscal year 1999, the beginning
fund balance has been increased by $111.

2. PROPERTY TAXES

Property taxes are levied and due upon receipt on October 1, attached as an enforceable lien on property as of
January 1, and become delinquent the following February 1. Effective for fiscal year 1999, the City executed an
inter-local agreement with the Bexar County Tax Assessor/Collector’s Office to provide property tax billing and
collection services at the same level of service to its citizens as previously provided by the City.

Property tax revenues are recognized when they become available which means when due, or past due and receivable
within the current period or expected to be collected soon enough thereafter (within 60 days) to be used to pay
liabilities of the current period. The amount of delinquent taxes collected in October and November, 1999 was not
material to these financial statements and, therefore, have not been recognized as revenue. Property tax receivables,
including related interest and penalty receivables, net of allowances for uncollectible amounts, represent amounts the
City believes will ultimately be collected. Property tax receivables, net of allowances for uncollectible amounts, are
offset by deferred revenues. The City is permitted by the Municipal Finance Law of the State of Texas to levy taxes
up to $2.50 per $100 of taxable valuation. The tax rate approved by City ordinance for the year ended September 30,
1999 was $0.57979 per $100 taxable valuation, which means that the City has a tax margin of $1.92021 per $100
taxable valuation and could raise an additional $600,134 per year based on the net taxable valuation of $31,253,551
before the limit is reached.
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3. CASH AND CASH EQUIVALENTS AND INVESTMENTS

City monies are deposited in demand accounts at the City’s approved depository. The City utilizes a pooled cash and
investment strategy with each fund’s cash balance and pro rata share of highly liquid investments, including U.S.
Treasury securities, U.S. Government Agency securities, and Repurchase Agreements with original maturities of
ninety days or less, summarized by fund type and included in the combined balance sheet as Cash and Cash
Equivalents. Overdrafts which result from a fund overdrawing its share of pooled cash are reported as inter-fund
payables by the overdrawn fund and as inter-fund receivables of the General Fund.

Collateral is required for demand deposits and certificates of deposit at 100% of all deposits not covered by federal
deposit insurance. Obligations that may be pledged as collateral are obligations of the United States and its agencies
and obligations of the State and its municipalities, school districts, and district corporations. Collateral pledged for
demand deposits and centificates of deposit is required to be held in the City's name by the trust or safekeeping
department of a bank other than the pledging bank.

Written custodial agreements are required which provide, among other things, that the collateral securities are held
separate from the assets of the custodial banks. The City periodically determines that the collateral has a market
value adequate to cover the deposits and that the collateral has been segregated either physically or by book entry.
At fiscal year-end, cash deposits for the City were entirely collateralized by the City’s depository.

During fiscal year 1996, the City entered into Repurchase Agreements in connection with the investment of certain
bond proceeds. Although these Repurchase Agreements are considered securities for purposes of credit risk
classification, due to their 100% ovemight liquidity, they are included with Cash and Cash Equivalents in the
combined balance sheet.

The investment policy of the City is governed by state statute and by its own written investment policy. Authorized
investments include: demand accounts, certificates of deposit, obligations of the U.S. Treasury and U.S. Government
Agencies, commercial paper, and repurchase agreements. The City maintains in its investment portfolio U.S.
Treasury securities and U.S. Government Agency securities with original maturities of more than ninety days. Each
fund’s pro rata share of these longer term investments is combined with similar non-pooled securities (i.e., securities
purchased and held for specific funds), including U.S. Treasury securities, and U.S. Government Agency securities,
and are reported as investments in the combined balance sheet, as of September 30, 1999.

The City implemented the provisions of GASB Statement No. 31, “Accounting and Financial Reporting for Certain
Investments and for External Investment Pools™ for the fiscal year ended September 30, 1998. The City’s policy
with respect to money market investments which had a remaining maturity of one year or less at the time of purchase
is to report these investments at amortized cost. Amortized cost approximates fair value for these investments. The
change in fair value for investments of the City with a remaining maturity of greater than one year at the time of
purchase was immaterial as of fiscal year end. The City does not participate in external investment pools.

Investments of the Fire and Police Pensjon Fund, a blended component unit, are administered by the Fire and Police
Pension Fund Board of Trustees. Investments of the Fund are reported at fair value and include: corporate bonds,
preferred stock, U.S. Treasury securities, U.S. Government Agency securities, notes, mortgages and contracts, and
real estate. Equity and fixed income securities traded on a national or international exchange are valued at the last
reported sales price at current exchange rates. Notes, mortgages, and contracts are valued on the basis of future
principal and interest payments discounted at prevailing interest rates. The fair value ofreal estate investments is
based on independent appraisals and on the equity position of real estate partnerships in which the Pension Fund has
invested. Gains and losses on sales and exchanges of securities are recognized on the trade date. Investments that do
not have an established market value are reported at estimated fair value. No investments in any one organization
(other than those issued by the U.S. Government) represent five percent or more of plan net assets.

(amounts are expressed in thousands)
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3. CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)

The Pension Fund has entered into an agreement with its custodian bank to lend the Pension Fund’s securities to one
or more borrowers for a fee. It is the policy of the Pension Fund and the custodian bank to require that collateral
equal to 102% and 105% for domestic and international securities, respectively, of the loaned securities be
maintained by the custodian bank. Collateral may be in the form of cash, U.S. government securities and irrevocable
letters of credit. Until such time as the loan is terminated, the borrower retains all incidents of ownership with
respect to the collateral. In the event that the borrower fails to repay the borrowed securities when due and the value
of the collateral is insufficient to replace the borrowed securities, the Pension Fund may suffer a loss. Management
of the Pension Fund considers the possibility of such a loss to be remote.

As of September 30, 1999, the Pension Fund had lending arrangements outstanding with a total market value of
$107,598 which were fully collateralized with cash and securities. Related to these loaned securities, cash collateral
of $110,166 is recorded in the accompanying statements of plan net assets. Net income for the year ended September
30, 1999 under the securities lending arrangement was $438.

The Pension Fund has only limited involvement with derivative and other structured financial instruments and does
not use them for trading purposes. The Pension Fund’s investment philosophy in bond portfolios has centered on
using derivatives and other structured financial instruments only when comparable cash alternatives are not available.
Specifically, the Pension Fund has used the following basic guidelines when entering into such transactions: (1)
small allocations, (2) no use of leverage, (3) price floors, (4) short maturities to mitigate potential problems with
liquidity and (5) attention to credit risk of the issuer. With less than 1% of total market value invested in derivatives
and other structured financial instruments, the Pension Fund has been cautious concerning its aggregate exposure.
The fair value of structured financial instruments held for the Pension Fund during the fiscal year ended September
30, 1999 was approximately $3,371.

The Pension Fund periodically participates in options and futures in order to hedge the value of a portion of its
investments. Financial options and futures are agreements that give one party the right, but not the obligation, to buy
or sell a specific amount of an asset for a specified price on or before a specific expiration date. Unrealized
depreciation on these options and futures of approximately $2,056 is included in net appreciation (depreciation) in
fair vatue of investments at September 30, 1999.

The Fire and Police Retiree Health Care Fund Board of Trustees administers investments of the Fire and Police
Retiree Health Care Fund, a blended component unit. Investments are reported at fair value and short-term
investments are reported at amortized cost, which approximates fair value. Securities traded on a national or
international exchange are valued at the last reported sales price at current exchange rates. Investments that do not
have an established market value are reported at estimated fair value. All investment income, including changes in
fair value of investments, is reported as additions in the statement of changes in postemployment healthcare plan net
assets. No investments in any one organization (other than those issued by the U.S. Government) represent five
percent or more of plan net assets.

The investment policies of SAWS and CPS, the City's significant discretely presented component units, are
governed by state statute, local ordinance, and their own respective written investment policies. Authorized
investments include: demand accounts, certificates of deposit, obligations of the U.S. Treasury and U.S. Government
Agencies, commercial paper, and repurchase agreements. Additionally, SAWS and CPS implemented the provisions
of GASB Statement No. 31 for their respective fiscal year ends of May 31, 1999, and January 31, 1999. The
investments of the City, SAWS, and CPS are stated at amortized cost, which approximates fair value as of the fiscal
year end of each entity. The difference between amortized cost and fair value was deemed immateriai. Therefore,
the impl ion of S No. 31 resuited in no restatement of financial statements for prior periods or
restatement of fund balances or retained earnings for the cumulative effect of the application of this statement.

(amounts are expressed in thousands)
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3. CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)

SAWS is permitted by City Ordinance No. 75686 to invest in time deposits or certificates of deposit secured in the
manner required by law for public funds, or be invested in direct obligations of, including obligations for which the
principal and interest are unconditionally guaranteed by, the United States of America, in obligations of any agencies
or instrumentalities of the United States of America or as otherwise permitted by state law. SAWS general
depository agreement does not require SAWS to maintain an average monthly balance.

CPS cash deposits at January 31, 1999 were entirely insured or collateralized by banks for the account of CPS. For
deposits that were collateralized, the securities were U.S. Government obligations held in book entry form by the
Federal Reserve Bank in CPS’ name. CPS’ cash book values were approximately $5,000 at January 31, 1999, and
CPS’ bank balances were $22,600 at year end.

CPS’ investments are stated at amortized cost which approximates market value. The specific identification method
is used to determine cost in computing gain or loss on sales of securities. Amortization of premium and accretion of
discount are recorded over the terms of the investments.

At January 31, 1999, CPS’ investments, both restricted and unrestricted, (excluding the Decommissioning Trust)
were all in U.S. Government or government agency obligations and were held in book entry form by the Federal
Reserve Bank in CPS’ name. CPS’ investments are generally limited to U.S. Government or Government Agency or
U.S. Government guaranteed obligations by CPS Board Resolution and Policy, Bond Ordinances, and State Law.

CPS’ investments consisting primarily of money market type securities, carried at amortized cost plus accrued
interest were $684,500 at January 31, 1999. These investments included U.S. Government Treasury Note Principal
and/or Interest Strip Securities (Treasury Strips) amounting to $21,200 at January 31, 1999. Generally, this type of
security is purchased to be held to maturity. They are subject to market risk and their market value will vary as
interest rates fluctuate. This could affect the value at which these securities are recorded and any related unrealized
gain or loss.

At January 31, 1999, CPS’ investments in the Decommissioning Trust were held by an independent trustee. Trust
investments are generally limited to U.S. Government or government agency or U.S. Government guaranteed
obligations by CPS Board Resolution and Poilicy, Trust Agreement, and State Law. Investment securities were
carried at a market value of $89,500 for 1999. These funds included Treasury Strips, purchased with the intent of
holding until maturity, totaling $37,600 for 1999. They are subject to market risk and their market value wilt vary as
interest rates fluctuate. This could affect the value at which these securities are recorded and any unrealized gain or
loss.

(The remainder of this page left blank intentionally)
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3. CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)

Combined cash and cash equivalents and in ients are pr

d below as of year end for the City, and its

significant discretely presented Component Units, SAWS and CPS. The information is provided to give an
indication of the proportionate amount of cash and investments held by each respective entity.

Combined Cash, Cash Equivalents and Investments
City SAWS' CPS§?
Cash and Cash Equivalents $ 243,689 $ 8906 $ 49583
Security Lending Collateral -
Cash and Cash Equivalents 110,166

Investments 1,762,874 74,038 773,965
Less: Investments with

Original Maturities of

Less Than Ninety Days

Included in Cash

Equivalents (163,194) (11,184) (44,607)
Total $1,953,535 $ 71,760 § 778941
'For the period ended May 31, 1999
*For the period ended January 31, 1999

(The remainder of this page left blank intentionally)
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3. CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)

City SAWS' CPS?
Totals from combined balance sheet
Cash and Cash Equivalents $ 222917 3 8,189 $ 4,501
Security Lending Collateral -
Cash and Cash Equivalents 110,166 :
Investments 1,558,711 10,932 81,140
Restricted Cash and Cash Equivalents 20,772 17 45,082
Restricted Investments 40,969 51,922 648,218
Total Cash, Cash Equivalents and
Investments $ 1,953,535 $ 71,760 $ 778,941
'For the period ended May 31, 1999
“For the period ended January 31, 1999

The composition of Cash and Cash Equivalents included in the financial statements for the City and its significant
discretely presented Component Units as of the respective year ends is presented below.

City SAWS! CPs?
Deposits with Financial Institutions $ (13,405 $ 3,69 $ 4,697
Less:  Deposits with Original Maturities of
Greater than Ninety Days (6,000)

Investments with Original Maturities of Less

than Ninety Days 163,194 11,184 44,607
Cash with Pension/Retirec Healthcare Fiscal

Agents 90,888
Cash with Fiscal Agents 2,831
Cash with Bond Paying Agents 9 139
Cash with Other Financial Agents 25
Petty Cash Funds 147 26 140

Total Cash and Cash Equivalents $ 243689 $ 8906 § 49,583
'For the period ended May 31, 1999
*For the period ended January 31, 1999

Cash with fiscal agents of the Fire and Police Pension Fund and the Fire and Police Retirec Healthcare Fund of the
City of San Antonio have been approved by the Funds’ Board of Directors and are invested as authorized by Texas
State Statutes. Cash with bond paying agents are held to cover matured bonds and coupons which have been offset
by a corresponding liability in the City’s financial statements.

(amounts are expressed in thousands)



——— CITY OF SAN ANTONIO, TEXAS —

3. CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)
Deposits with financial institutions are classified into three categories of credit risk based upon the following:

Category . _Description

1 Deposits insured by the FDIC or collateralized with securities held by the
City or the City’s agent in the City’s name.

2 Deposits collateralized by securities held by the pledging bank’s agent in the
City’s name.
3 Deposits uncollateralized which include deposits collateralized by securities

held by the pledging financial institution or by its trust department or agent
but not in the City’s name.

Accordingly, deposits of the City, SAWS and CPS are categorized by credit risk as follows:

. Category
Units Carmrying Amount Bank Balance 1 2 3

City Deposits

With Financial

[nstitutions H (13,405) s 3,776 s 3,776 s [ b 0

Cash With Agents 93,753 93,753 93,719 i 34
SAWS Deposits 3,69 8,726 8,726
CPS Deposits

With Financial

Institutions 4,697 22,561 22,561

Deposits With

Agents 139 9 9

Cash with fiscal agents of the Fire and Police Pension-Fund and the Fire and Police Retiree Health Care Fund of the
City of San Antonio are classified as Category 1 and cash with Bond Paying Agents and other Financial Agents is
classified as Category 2. The Fire and Police Pension Fund also had securities lending collateral - cash and cash
equivalents in the amount of $110,166 which is not categorized for credit risk as it had been invested in a securities
lending collatera! investment pool.

(The remainder of this page left blank intentionally)
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3. CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)

Investments are classified into three categories of credit risk based upon the following:

Category Description

1 Includes investments that are insured or registered, or for which the
securities are held by the City or its agent in the City’s name.

2 Includes uninsured and unregistered investments for which the securities are
held by the counterparty’s trust department or agent in the City's name.

3 Includes uninsured and unregistered investments for which the securities are
held by the counterparty or by its trust department or agent but not in the
City's name.

Accordingly, the investments of the City, SAWS, and CPS are categorized below to give an indication of the level of
risk assumed:

“Total Investments By Category
Category Carrying Fair
1 2 3 Amount Value
City:
Money Market Mutual Fund s 30300 § H s 30300 s 30,300
Corporate Bonds 144,475 144,475 144,475
Preferred Stock 486 486 486
Common Stock 773,841 773,841 773,841
U.S. Treasury & Govern-
ment Agency Securities 694,827 694,827 696,119
Repurchase Agreements 84,934 84,934 84,934
Total City $ 1643929 § 84934 S $ 1,728863 § 1,730,155
SAWS:
U.S. Treasury & Govemn-
ment Agency Securities $ 68,038 } 68,038 § 68,004
Total SAWS } 68,038 § $ $ 68,038 § 68,004
CPS:
U.S. Treasury & Govern- .
ment Agency Securities $ 773,965 $ 773865 § 782,882
Total CPS $ 77395 } $ 773965 8 782,882

As of the fiscal year end, in addition to the investment securities presented and categorized as to credit risk in the
table above, the Fire and Police Pension Fund had Real Estate investments of $34,011 which were not included in the
table above. These investments are not considered securitics and as such, are not categorized for credit risk. The
total Real Estate investments of $34,011 and the $1,728,863 in securities categorized as to risk in the table above,
comprise the City’s total investments of $1,762,874.

(amounts are expressed in thousands)
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4. PROPERTY, PLANT AND EQUIPMENT
The following is a summary of changes in the General Fixed Assets Account Group:
Summary of Changes in General Fixed Assets Account Group —— CITY OF 3AN ANTOMIO, TEXAS ——
-3
Balance Deletions/ Balance 4. PROPERTY, PLANT AND EQUIPMENT (Coatinued)

Oct I, 1998 Additions Transfers Sept. 30, 1999

A summary of Proprieary Fund Type and Fiduciary Fund Type property, plant and equipinent at September 30, 1999 (except as noted) follows:

Land and Land Improvements $ 304048 3 16986 § $ 321,034
Buildings 392,626 45,469 438,095 Proprictary and Fidacisry Fand Type Property, Plant and Equipment
Streets and Bridges 457,883 16,217 474,100
Storm Drainage and Flood Prevention 334,128 2,898 337,026 el Gt
General City Equipment 110,689 17271 2,026 125934 ) ) Govamment ) Toul Bask  Sen Aswois
Construction-in-Progress 310,464 128,614 69,565 369,513 Pl oo S oyl v sl i i ee M - SV
Total General Fixed Assets $ 1909838 § 227455 § 71591 § 2,065,702
Compuser Bquipment H [ 11 B ] s 7 s 10 3 94 3 A 3 % 3 nsn s o 3 L
Land 2969 3118 5 © 10,712 10712 8,102
Buiding 109.3% 18,961 4,008 45 132.5% ¥z L] 123218
Thea ”ho:- 145,593 10 1572 315 153362 8] 153,40 .
Construction-in-progress related to the General Fixed Assets Account Group is comprised of the following: s‘,'_';:“ Sywen ' 1619.220
Machinery and Equipenent 1626 0 2868 3029 14353 78947 6 93,363 77
3 29112 4t 22389 51,702 31,702 18436} fa T30
Nuclear Pacl, t Amectizod -
Tomd Jis8te 26.408 15014 6457 361993 100,574 ) 464549~ $.600099 1537510 |
Construction-In-Progress: General Fixed Assets Account Group u‘n:_n-: i 1067 6 1750 - 1™ 8 e wsmse se08
Expended Required m-nsq-"': S_2a00s 3 15341 % 10368 3 347 S BT S M98 5 M6 § WM _$IIMWT0S S 1413430 |
Project to Sept. 30, Future terest incurred jom projech, S f Standards No. 61 isswed by the Financial Accounting Stundards Board. SA'
Authoization 1999 Committed Financing ;‘Z’whmwm‘num-du-.m-m.mw.-amcnyors. Aorse oo e e M
s ' Tarraacy 31, 1999
Buildings S 80073 S 27935 § 52,138 None ane
Streets and Bridges 152,591 93,720 58871 None For the peiod ended May 31, 1999
Storm Drainage and Flood Prevention 108,820 81,850 26,970 None
Improvements Other Than Buildings 201,141 166,008 35,133 None
Total $ 542,625 § 369513 § 173112 None

{amounts are expressed in thousands)
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5. DUE TO (FROM) OTHER FUNDS

The following is 2 summary of interfund receivables and payables for the City as of September 30, 1999.

Summary Tabi~ of Interfund Receivables and Payables

at September 30, 1999

General Fund
Special Revenue Funds:
Convention Center Expansion Fund
Public Health Support Revenue Fund
Child Safety Fund
Stormwater Operations Fund
Home Program Fund
Categorical Grants-In-Aid Fund
Community Development Program Fund
Total Special Revenue Funds
Debt Service Funds
Capital Projects Funds:
Improvement Projects
Certificates of Obligation
General Obligation Bonds
Convention Center Expansion
Total Capital Projects Funds
Enterprise Funds:
Airport System Fund
Parking Facilities
Golf Course
Solid Waste
Total Enterprise Funds
Fiduciary Expendable Trust Funds:
Bexar County Rabies Control Fund
Memorials & Gifts Fund
Total Fiduciary Funds
Fiduciary Agency Funds:
Tax Clearance Account
Special Downtown Improvement District
Special Events Security Trust Fund
Total Agency Funds
Total

Due From Due To
Other Funds Other Funds
$§ 9784 s
2
21
1
7,758 878
150
399 5,600
2,691
8,159 9,341
132 70
1,939 7,758
9
1,972
119
1,939 9,858
429 435
1
195 305
109
733 741
42
429
471
98
3
165
266
$ 20,747 § 20,747

(amounts are expressed in thousands)
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6. LONG-TERM DEBT
A. Primary Government (City)
1. General Long-Term Debt

The City maintains a proactive debt management policy. The City’s debt management plan employs a
comprehensive analysis of the City’s financial resources and capital improvement costs. Incorporated into the plan
are long-term cash flow projections for the City’s infrastructure needs, annexation plans, growth in assessed
valuations and the revenue generating capacity of certain enterprise and self-supporting operations. The objective of
the planning process is to minimize the cost of funds, minimize the impact on taxes and/or rate structures and
maximize the benefits of capital improvements. Consistent with overall debt management is maintaining strong
credit-worthiness.  Routine, comprehensive financial analysis and strict adherence to conservative financial
management has allowed the City to meet its financing needs while at the same time maintaining its Aa2/AA/AA
bond rating by Moody’s Investors Service, Standard & Poor’s Ratings Group and Fitch Investors Service, Inc.,
respectively as of September 30, 1999.

The City’s on-going capital improvement financing for infrastructure and “quality of life” purposes along with the
opportunity to refinance certain outstanding bonds resulted in the issuance of additional indebtedness during fiscal
year 1999. In December 1998, the City issued the following: $49,110 General Improvement and Refunding Bonds,
Series 1998A; and $36,535 Combination Tax and Revenue Certificates of Obligation, Series 1998A. The bonds are
secured by a pledge of ad valorem taxes while the certificates are secured by a pledge of ad valorem taxes and
revenues from certain revenue generating operations.

The General Improvement and Refunding Bonds, Series 1998A in the aggregate principal amount of $49,110 were
comprised of $21,695 to fund capital improvement projects to include parks, drainage, and street improvements;
$26,045 of obligations issued to advance refund $25,550 of outstanding general long-term debt, and $1,370 issued to
advance refund $1,345 of proprietary debt (Parking System Enterprise Fund and Golf Systern Enterprise Fund). The
Series 1998A Bonds are retired serially in the years 2000 through 2019 and bear interest rates ranging from 4.000%
10 5.250%.

Proceeds of the Combination Tax and Revenue Certificates of Obligation, Series 1998A wiil be utilized to fund
capital improvements to include public safety and technology improvements; street, sidewalk, and drainage
improvements; improvements, renovations, and fumishing municipally-owned utilities; and acquisition of land and
rights-of-way for public purposes. The certificates are retired serially in the years 2000 through 2019 and bear
interest rates ranging from 4.000% to 5.250%.

Concurrently, with the sale of the 1998A Obligations, the City also sold General Improvement Bonds, Series 2000 in
the aggregate principal amount of $27,565 and Combination Tax and Revenue Centificates of Obligation, Series
2000 in the aggregate principal amount of $8,490. The 2000 Obligations are scheduled to be delivered on February
15, 2000. As this transaction is not effectuated until the date of delivery, the sale of the Series 2000 bonds and
certificates are not reflected in the financial statements as of September 30, 1999 or the tables herein.

With respect to the $26,045 of Series 1998A Refunding Bonds, the net proceeds after payment of underwriters fees
and other costs of issuance from the transaction of $26,597, plus a cash contribution of $617 from the City’s Debt
Service Fund were utilized to purchase securities guaranteed by the United States of America. These securities were
deposited into an imevocable escrow account and together with interest eamned in the account will provide for all
future debt service on the refunded debt. Accordingly, the debt refunded in these transactions is considered to be

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Continued)
A. Primary Government (City) (Continued)

1. General Long-Term Debt (Continued)

legally defeased and the liability for that debt has been removed from the General Long-Term Debt Account Group.
The Series 1998A refunding transaction resulted in a reduction of total debt service payments over the life of the
obligations of $2,387, and an economic gain of $1,375. For information on the components of the Series 1998A
transaction related to the Parking System and Golf System Enterprise Funds, see Section A.2 of this note,
“Proprietary Long-Term Debt”.

On May 1, 1999, the citizens of San Antonio passed an election authorizing the issuance of a $140,200 general
improvement bonds. Proceeds from these bonds will be utilized to continue to finance the City’s long-term capital
improvement program to include improvements to drainage, street and pedestrian, flood control, parks and
recreation, library system, and public safety. The bonds are scheduled to be sold in installments in fiscal years 2000
through 2004.

As of September 30, 1999, the City had $184,425 of general obligation debt authorized but unissued. Of this
remaining authorization, $16,660 was authorized pursuant to an election held on January 26, 1980 and the City does
not intend to issue the $16,660 in bonds. Additionally, as mentioned above, the City issued during fiscal year 1999
$27,565 General Improvement Bonds, Series 2000 which is the final installment of the 1994 authorization. The
Series 2000 are scheduled for delivery on February 15, 2000, and as such, are considered to be authorized but
unissued as of September 30, 1999. For additional information on the City’s debt authorization, see the table in this
section entitled, “Authorized But Unissued Tax Bonds”.

(The remainder of this page left blank intentionally)
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6. LONG-TERM DEBT (Continued)

A. Primary Government (City) (Continued)

1. General Long-Term Debt (Continued)

The following table is a summary of changes for the year ended September 30, 1999 for debt reported in the General
Long-Term Debt Account Group which is secured by an ad valorem tax pledge.

General Lon% erm Debt Account Group
{Ad Valorem Tax Pledge)
Balance
Final Balance Additions Deletions Outstanding
Original  Principal Interest Outstanding During During September 30,
Issue Amount Payment' Rates (%)’ October 1, 1998 Year Year 1999

1988 Refdg. s 132,978 2006 7.400-7.450 - 4,008 § 3 - 4,008
1989 26,695 1999 8.600 800 800
1991 60,645 2001 8.625 4,425 1,375 3,050
1992 Refdg. 380,540 2013 5.000-5.750 340,955 45,065 295,890
1993 92,165 2014 4.000-8.000 87,630 2815 84,815
1994 30,450 2004 5.600-6.000 ' 7,000 1,000 6,000
1996 35330 2015 5.100-5.250 32,180 1,180 31,000
1996A Refdg. 82,235 20t6 4.150-6.000 79,395 1,225 78,170
1996B Refdg. 6,030 2008 6.100-6.700 5,785 425 5,360
1998 Refdg. 30,855 2018 4.500-5.000 30,855 30,855
1998A Refdg 53,950 2008 5.000-6.000 53,950 1,355 52,595
1998A Refdg. 47,740 2019 4.000-5.250 47,740 47,740
Subtotal 3 979,613 s 646,983 § 47,740  § 55240 S 639,483
Sevics 1986A s 22,600 2001 6.600-6.700 s 3970 § s 1,235 s 2,735
Serics 1988 4,400 2002 7.100-7.300 975 225 750
Series 1989 7295 199 9.000 25 225
Series 1991 10,075 2001 6.200-6.250 2,100 650 1,450
Series 1992 17.655 2013 5.000-5.750 11,795 1,325 10,470
Series 1993 4,700 1999 4.000 1,018 1,015
Series 1994 9,900 2004 5.750-7.750 2,285 325 1,960
Series 1996 8,415 2015 $.100-5.400 7,665 265 7,400]
Series 1996A 12,515 2016 4.150-5.375 11,700 430 11,270
Series 1998 4315 2018 4.600-5.000 4315 4,315
Series 1998A 36,535 2019 4.000-5.250 36,535 36,535
Subtotal 138,405 s 46,045 § 36535 § 5,695 S 76,885
Series 1988 s 6700 2008 93009500 § 49715 § s 25 s 4,650
Series 1996 6160 2015 6.550-7.125 5,675 175 5,500
Series 1996B 1375 2016 6.100-7.250 6,905 210 6,695
Subtotal $ 20,235 s 17,555 § [ 710 $ 16,845
Total $ 1,138253 3 710,583 § 84275 § 61,645 $ 733,213
'A portion of the di I applicable to centain series of bonds was advance refunded, prior to maturity, by the Series 1988,
1992, 1993, 1996A, 1996B, 1998 and 1998A refunding bonds. Proceeds ﬁ-om the refunding bonds along with a cash contribution from the
Clty s Debt Service Fund were utilized to purchase securities, d by the United States of America, which were irrevocably

ited into escrow whose pnncnpul is scheduled to mature on such dates that when added to interest eamed in the escrow
m:counts is fully sufficient to make nmely pay on the refunded bonds. The ded bonds rep a legal d and are not a
liability of the City. The final principal pay on a calendar year basis, and interest rate applicable to the ding nq funded
bonds is as shown in this table.

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Continued)
A. Primary Government (City) (Continued)
1. General Long-Term Debt (Continued)

Hotel Occupancy Tax Revenue Bonds

In 1990, the City commissioned Arthur Andersen & Co. to complete a convention center expansion feasibility
analysis. The study concluded that the convention market in the City and nationally was healthy and expanding.
The study further concluded that... “historic market trends, current market conditions, and the ability of the City to
artract future tourism and convention business warrant expansion of the Henry B. Gonzalez Convention Center.” In
1994, the City enlisted the services of the Urban Land Institute to, among other things, re-examine the necessity for
the City to undertake a convention center program and to suggest altemnative expansion options. This study was
completed in the Fall of 1994 and it was recommended that the City commence with the construction of additional
new convention accommodations and renovate certain existing facilities.

Consistent with the studies and recommendations, the City began work on the construction and expansion of the
Henry B. Gonzalez Convention Center during fiscal year 1996. The major funding component for the project is
derived from the March 14, 1996, sale of $182,012 Hotel Occupancy Tax Revenue Bonds, Series 1996, As security
for the Series 1996 Bonds, the City has pledged its revenue from the 2% Expansion Hotel Occupancy Tax, 5.25% of
the 7% General Hotel Occupancy Tax, and interest earnings exclusive of the Construction Fund and Facilities Fund.
Interest rates on the bonds range from 4.50% to 6.20% with a final bond maturity of August 15, 2026. The bonds are
insured by Financial Guaranty Insurance Company and are rated Aaa/AAA/AAA by Moody’s Investor’s Service,
Standard & Poor’s Ratings Group, and Fitch Investors, respectively. The underlying rating is A/A+/A by each of the
aforementioned rating agencies, respectively.

(The remainder of this page left blank intentionally)
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6. LONG-TERM DEBT (Continued)
A. Primary Government (City) (Countinued)
1. General Long-Term Debt (Continued)
Annual Requirements

The annual requirements to amortize all General Obligation, Certificates of Obligation, and Hotel Occupancy Tax
Revenue general long-term debt outstanding as of September 30, 1999, are as follows:

Principal and Interest Requirements

General Obli Bonds Certificates of Obligation Hote! Occupancy Tax Revenue Bonds

Year Ending Total Annual

September 30, Principal Interest Principal Interest Principal interest Reg
2000 $ 33,130 § 34,130 § 7210 § 5130 § 410§ 8878 § 88,388
2001 35,420 32,331 7,635 4,724 830 8,859 89,799
2002 41,185 30,297 5,780 4,286 1.380 8.821 91,749
2003 43,985 27,904 4,590 3977 2,045 8,756 91,257
2004 45,130 25,570 4,880 ‘37132 2,785 8,658 90,755
2005 42,099 28211 4,670 3,469 3518 8,522 90,486
2006 41,044 26,124 4910 3216 4255 8,346 87,893
2007 45,780 19,067 5,220 2944 5105 8,091 86,207
2008 47915 16,537 5,480 2,641 5.995 7823 86,391
2009 49.975 13,640 4,6% 2323 6970 7,508 85,103
2010 52.285 11,215 4,965 2,068 8,035 7429 85,697
2001 55,540 8,326 5235 1,794 3,736 12,150 86,781
2012 31,308 5,368 5.500 1,504 3,785 12,862 60,324
2013 30,090 3723 5,780 1,194 3,662 13,335 57,784
2014 22835 2,163 5.300 867 3419 13,577 48,161
2015 3,015 1,019 4,125 604 3,190 13,807 30,760
2016 5,425 605 3,050 363 2973 14,024 26,440
2017 3,230 328 1,528 191 2797 14,200 22N
2018 3,385 164 1,595 114 10310 6,687 22255
2019 1,710 41 1,590 38 10.905 6.094 20,378
2020 11,530 5,467 16,997
2021 12,190 4810 17,000
2022 12,885 4,115 17,000
2023 13,615 3,380 16,995
2024 14,395 2,604 16,999
2025 15215 1,784 16,999
2026 16,080 917 16,997
2027
Total $ 639,483 $ 286,763 b 93730 § 45,179 $ 182,012 $ 221201 $ 1,468,368

(The remainder of this page left blank intentionally)
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6. LONG-TERM DEBT (Continued)
A. Primary Government (City) (Continued)

1. General Long-Term Debt (Continued)

Authorized But Unissued Tax Bonds

Authorization . Amount Bonds Previously Bonds Authorized But
Date Purposc Authorized Issued Unissued
1-26-80' Drainage and Flood Control $ 21,637 s 17,413 s 4224
1-26-80* Fire Protection 4,257 2,125 2,132
1-26-80' Libraries 4,978 3,926 1,052
1-26-80* Street, Bridge, and Related Improvements 43,287 34,035 9252
5-07-942 Street Improvements 25,600 19,010 6,590
5-07-942 Drainage Improvements 34,400 21,965 12,435
5-07-942 Parks 41,600 33,060 8,540
501-99 Streets and Pedestrian Improvements 41,300 41,300
5-01-99 Drainage 19,000 19,000
5-01-99 Flood Control 12,200 12,200
5-01-99 Parks and Recreation 24,200 24200
5-01-99 Library System 13,200 13,200
5-01-99 Public Safety —30.300 30300
Toal alses FRESTIY! YT

'The City has authority pursuant to an election held on January 26, 1980, to issue $16,660 in bouds for libraries, fire protection,
dnimgemdﬂoodeonuol.mdsaeet,hridgemdrehwdnnpmvemmts.butmecnydo:snommdymtendmissuunysuchbom

The remaining unissued debt from the May 7, 1994 authorization was sold on December 10, 1998 in the aggregate principal amount of
$27,565 which is comprised of $6,590 for strect improvements, $12,435 for drainage improvements, and $3,540 for
improvements. Thesc bonds arc scheduled for delivery on February 15, 2000, and as such, are idered to be authorized but unissued

|Las of September 30, 1999.

Debt Limitation

The amount of debt that the City may incur is limited by City Charter and by the Constitution of the State of Texas.
The City Charter establishes a limitation on the general obligation debt supported by ad valorem taxes to an amount
not to exceed 10% of the total assessed valuation. The total d valuation for the fiscal year ending 1999 was
$34,991,971 which provides a debt ceiling of $3,499,197. The total outstanding debt that is secured by an ad
valorem tax pledge is $754,958.

The Constitution of the State of Texas provides that the ad valorem taxes levied by the City for debt service and
maintenance and operation purposes shail not exceed $2.50 for each one hundred dollars of assessed valuation of
taxable property. There is no limitation within the $2.50 rate for interest and sinking fund purposes; however, it is
the policy of the Attorney General of the State of Texas to prohibit the issuance of debt by a city if such issuance
produces debt service requirements that exceed the amount that can be paid from $1.50 tax rate calculated at 90%
collections.

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Continued)
A. Primary Government (City) (Continued)
1. General Long-Term Debt (Continued)
Quasi-Externat Notes Payable
As an altemative to the issuance of external debt to finance certain projects/purchases, the City has determined that
the use of available cash balances in the Internal Service Equipment Replacement Funds is a viable option. In certain
instances, after an evaluation of project/purch funding requirements, it has been determined that some funds or

operations may require temporary financing. As an option, the City has authorized such internal temporary financing
from available cash balances in the Internal Service Equipment Replacement Funds to meet these needs.

In September 1995, a loan was authorized from the City’s Internal Service Fund to the Confiscated Property Fund
(Special Revenue Fund) to assist in financing the purchase of an automated system. The principal amount of the note
was $1,386 with an annual interest rate of 6.25% and a repayment period of November 1995 through October 2000.
Revenues from the Confiscated Property Fund were utilized to meet the annual principal and interest requirements of
the note. Subsequently, for fiscal year 1996, the repayment period for the note was revised with repayment
scheduled to begin in November 1996 and final payment in October 2002. This interfund transaction had been
classificd as a “Quasi-external” transaction and was accounted for as if the transaction had occurred with a party
external to the City. In February 1999, the loan, which had a remaining principal balance of $815, was paid in full,
and as such, this debt is no longer reported in the General Long-Term Debt Account Group.

In June 1999, a loan was authorized from the City’s Intenal Service Fund to the Intemational Center Fund
(Special Revenue Fund) to assist in the financing of permanent building improvements and leasing agent
commissions. The principal amount of the note is $200,000 with an annual interest rate of 6% and a repayment
period of October 1999 through Septernber 2003. Revenues from the International Center rentals will be utilized
to meet the annual principal and interest requirements of the note. This interfund transaction has been classified
as a “Quasi-external” transaction and accounted for as if the transaction had occurred with a party extemal to the
City. Thercfore, as of September 30, 1999, the remaining balance for the notes payable from the International
Center Fund has been recorded in the General Long-Term Debt Account Group. The following is an annual debt
service schedule: ’

Principal and Interest Requirements
Year Ending Total Annual
September 30, Principal Interest Requi
2000 H 9 3 12 s 61
2001 X 43 9 52
2002 97 6 103
2003 11 1 12
Total 3 200 § 28 § 228

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Continued)

A. Primary Government (City) (Continued)

1. General Long-Term Debt (Continued)

Claims and Settlements
During fiscal years 1995 and 1996, final resolution of audit findings resulting from an Office of the Inspector
General, Department of Transportation Report dated April 26, 1993, which disallowed $2,040 of Aviation Fund
expenses, was reached with the Federal Aviation Administration. During fiscal ycar 1999, the disallowed amount
was reduced by $366 for restated indirect cost resulting in a remaining balance due of $1,674. Due to the nature of
this transaction and method for repayment, this remaining amount payable has been reported as an Other Payable in
the General Long-Term Debt Account Group as of September 30, 1999. For additional details, se¢ Note 11,
Commitments and Contingencies.
Accumulated Accrued Benefits

The following is a summary of changes in the accumulated accrued benefits for the year ended September 30, 1999:

Accumulated Accrued Benefits
Balance Balance
Description October 1, 1998 Additi Reducti September 30, 1999
Sick Leave H 39,883 s 4914 $ 3332 8 41,465
Annual Leave 22,174 17,529 17,456 22,247
Total Accrued Benefits $ 62,057 $ 22,443 s 20,788 § 63,712

2. Proprietary Long-Term Debt

Proprictary long-term debt applics to those City operations that relate to business and quasi-business activities where
net income and capital maintenance are measured (Enterprise and Intemal Service Funds). Long-term debt which is
expected to be repaid from the resources of proprietary funds is reported in the respective proprietary fund. The
long-term indebteduess of the City’s Enterprise Funds is presented in the discussion that follows.

Aimport System: The Airport System includes the City of San Antonio Intemational Airport and Stinson
Municipal Airport and ail land, buildings, structures, equipment, and facilities pertaining thereto. The
Airport System’s long-term debt is equally and ratably secured solely by a first lien on and pledge of the
Gross Revenues of the Airport System. Gross Revenues of the Airport System include all revenues of any
nature derived from contracts or use agreements with airlines and other users of the System and its facilities.
No additional {ong-term indebtedness was incurred by the Airport System during fiscal year 1999. Total
annual principal and interest requirements for the Airport System are shown in the table at the end of this
section.

(amounts are expressed in thousands)

———— CITY OF SAN ANTONIO, TEXAS —

6. LONG-TERM DEBT (Continued)

A. Primary Government (City) (Coutinued)

2. Proprietary Long-Term Debt (Continued)

Parking System: The Parking System operation includes the ownership and operation of parking facilities,
parking lots, parking meters and retail/office space. Long-term debt is allocated to the Parking System on a
pro-rata basis from proceeds received from the issuance of general obligation and certificate of obligation
debt and is paid from revenues derived from the operation of the Parking System. This allocated debt is
additionally secured by an ad valorem tax pledge. During fiscal year 1999, the City issued $49,110 General
Improvement and Refimding Bonds, Series 1998A of which a portion was utilized to advance refund
Parking System outstanding long-term debt. For additional information on the refunding transaction, see the
section below entitled “Parking System and Golf Course System Refunding”. Total annual principal and
interest requirements for the Parking System are shown in the table at the end of this section.

Golf Course Systen: The Golf Course System includes various golf courses and driving and practice
ranges. Long-term debt is allocated to the Golf Course System on a pro-rata basis from proceeds received
from the issuance of general obligation and certificate of obligation debt and is paid from revenues derived
from the operation of the Golf Course System. This allocated debt is additionally secured by an ad valorem
tax pledge. During fiscal year 1999, the City issued $49,110 General Improvement and Refunding Bonds,
Series 1998A of which a portion was utilized to advance refund Golf Course System outstanding long-term
debt.  For additional information on the refunding transaction, see the section below entitled “Parking
System and Golf Course System Refunding”. Total annual principal and interest requirements for the Golf
Course System are shown in the table at the end of this section.

. The Solid Waste System was established on a financially self-supporting basis in
1988. Revenues are received from garbage collection fees which are utilized to pay operating costs and
indebtedness. Long-term debt is allocated to the Solid Waste System on a pro-rata basis from proceeds
received from the issuance of certificate of obligation debt. Allocated debt is additionally secured by an ad
valorem tax pledge. During fiscal year 1999, the Solid Waste System made its final debt service principal
and interest payments. As such, the Solid Waste System bas no outstanding long-term debt as of September
30, 1999. -

i . As noted ecarlier, the City issued $49,110 General
Improvement and Refunding Bonds, Series 1998A. Of this amount, $1,155 and $215 was issued to advance
refund $1,130 and $215 of Parking System and Golf Course System outstanding long-term debt,
respectively. The net proceeds in the amount of $1,179 and $220 after payment of underwriters fees and
other costs of issuance plus a contribution in the amount of $27 and $5 from the Parking System and Golf
Course System Debt Service Funds, respectively, were utilized to purchase securities guaranteed by the
United States of America. These securities were deposited into an irrevocable escrow account and together
with interest carned in the account will provide for all future debt service payments on the refunded debt.
Accordingly, the refunded debt is considered to be defeased and as such the liability for that debt has been
removed from the Parking System’s and Golf Course System's Balance Sheet.

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Continued)
A. Primary Government (City) (Continued)

2. Proprietary Long-Term Debt (Continued)

Parking System and Golf System Refunding (continued): The advance refunding transaction resulted i
glff:rhm;eut:tween the reacquisition price and the net carrying value of the refunded debt of §92 a:g lsnl;
or the ing System fnd Qolf Course System, respectively. This deferred amount on refunding is
being amortized on a straight-line basis through the year 2013 for the Parking Fund and 2011 for the Golf
Course Fund, and as of September 30, 1999, the unamortized balances for the Parking Fund and for the
Golf Course Fu.n.d are reported in ‘the accompanying financial statements as a deduction from bonds
payablef ln addition, the transaction resulted in a reduction of total debt service payments over the life of
the obligations of 59} and $24 and an economic gain of $56 and $16 for the Parking Fund and Go‘:f
Course Fumjl, respectively. \Yith respect to the Series 1998A Bonds allocated to the Parking Fund, the
bonds bear interest rates ranging from 4.000% to 5.250% and will be retired serially in years 2003 1o

2013. For the Golf Course allocation, the Series 1998A Bonds bear interest rangi 000
. ; rates
5.000% and will be retired serially in the years 2003 to 2011. Eing fom 4.000% to

(The remainder of this page left blank intentionally)

(amounts are expressed in thousands)

—~50- ~——— CITY OF SAN ANTONIO, TEXAS ——

6. LONG-TERM DEBT (Continued)
A. Primary Government (City) (Continued)
2. Proprietary Long-Term Debt (Continued)

The following table is a summary of changes in Proprietary Long-Term Debt for the fiscal year ended September 30,
1999.

Proprietary Long-Term Debt
Balance Balance
Final Outstanding Additons Deletions Quistanding
Original Principal Interest October 1, During During Septemnber 30,
Issue Amount Payment' Rates (%)’ 1998 Year Year 1999

Alrport Sysiem
Revenue Bonds:
Series 1992 s 3,130 2009 6.100 b 3130 § $ H 3,130
Series 1992 Refdg. 21,655 2006 5.200-5.750 14,135 1,420 12,715
Series 1993 Refdg. 73,785 2013 7.000-7.375 63,605 2,500 61,105
Senes 1996 38,000 2016 5.700-5.800 38,000 275 37,725
Subtotal $ 136,570 $ L1880 § $ 4195 § 114,675
Parking System
General Obligation:
Series 1992 Refdg. S 16,785 2013 5.000-5.750 ) 15030 § b 199 $ 13,040
Series 1996A. Refdg. 495 2014 4.650-6.000 495 495
Series 1998A. Refdg. 1,155 2013 4.000-5.250 1,155 1,158
Tax-Exempt Certificates

Of Obligation:
Series 1992 1,735 2013 5.000-5.750 1,450 65 1,385
Series 1993 800 1999 4.000 175 175
Series 1994 700 2004 5.750-7.750 165 25 140
Series 1996 1,105 2015 5.100-5.400 1010 35 975
Subtotai s 22,775 s 18325 § 1,15 § 229 0§ 17,190
Golf Course Systern’
General Obligation:
Series 1992 Refdg. b 3295 2011 5.000-5.750 s 2360 S $ 360 % 2,500
Series 1993 Refdg. 1,515 2006 4.750-8.000 1,435 10 1,425
Series 1998A Refdg. 215 2011 4.000-5.000 215 215
Tax-Exempt Certificates

Of Obligation:
Series 1986A 3,400 2001 6.600-6.700 600 185 415
Subtotal s 8425 S 2895 3 215 S 555§ 3355
Solid Waste System -
Tax-Exempt Certificates

Of Obligation:
Series 1993 $ 2,000 1999 4.000 3 435 § s 435 8
Subtotal S 2,000 b 435 3 $ 435§
Total $ 169,770 S 142,525 $ 1,370 § 7475 § 136,420

e —

'A portion of the ding principal applicable to cenain series of Parking and Golf Course System bonds and certificates of obligation
were ad ded, prior to ity, by the Series 1988, 1992, 1993, 1996A, and 1998A refunding bonds. Proceeds from the
refunding bonds along with a cash contribution from the City’s Debt Service Fund were utilized to purchase securitics, guaranteed by the
United States of America, which were ir bly deposited into escrow whose principal is scheduled to mature on such dates that
when added to interest carned in the escrow accounts, is fully sufficient to make timely pay on the refunded bonds. The ded bonds
represent a legal defeasance and are not a liability of the City. The final principal payment, on a calendar year basis, and interest rate

pplicable to the ding, non-refunded bonds is as shown in this table.
*During fiscal year (999, $352 from the General Obligation Debt Service Fund was utilized by the Golf Course System to assist with its
current year debt service payment. This amount will be repaid in the future by the Golf Course System Fund. As such, this amount is
recognized as a Note Receivabie and Note Payable in cach of the respective Funds.

(amounts are expressed in thousands)



-——— CITY OF SAN ANTONIO, TEXAS ——— ~51-

6. LONG-TERM DEBT (Continued)
A. Primary Government (City) (Continued)
2. Proprietary Long-Term Debt (Continued)

The annual requirements to amortize all long-term debt for the City’s Enterprise Funds including revenue bonds,
general obligations, and certificates of obligation outstanding at September 30, 1999, are as follows:

Proprietary Long-Term Debt
Year
Ending Airport System Parking System Golf Course System
Sept.

30:  Principal [nterest Total | Principal Interest Total Principat Interest Total
2000 § 4470 $749% $ 119668 1,145 3 938 § 208 8 380 § 254 $ 634
2001 4,755 7.206 11,961 835 880 1,715 3% 232 622
2002 5,080 6,893 11,973 1,055 836 1,891 425 208 633
2003 5410 6,567 11,977 1,135 79 . 1914 455 179 634
2004 5,765 6,217 11,982 1,195 721 1,916 490 154 644
2005 6,120 5,837 11,957 1,240 657 1,897 515 129 644
2006 6,540 5434 11,974 1,185 59t 1,776 550 103 653
2007 6,370 5,002 11372 1,250 527 1,777 240 7% 3i6
2008 6,810 4573 11,383 1,290 457 1,747 255 62 317
2009 7255 4,il4 11,369 1,200 384 1,584 265 48 313
2010 7,770 3613 11,383 2,020 3 2,335 285 33 318
2011 8,310 3,081 11,391 1,950 201 2,151 305 17 322
2012 8,860 2,51 11,371 765 93 858
2013 9,485 1,902 11,387 685 50 735
2014 6,800 1,250 8,050 150 13 163
2015 7,225 859 8,084 90 5 95
20t6 7,650 44 8,094
Total $114.675 $72,999 $ 187674 17,190 § 7447 § 24637 § 4,555 § 1495 $ 6,050

Leases

Long-term debt of the City’s Internal Service Funds and Golf Course Fund consisted of five lease-purchase
agreements. The City’s Print Shop, which provides binding, printing, and reproduction services to other City
departments, entered into lease-purchase agreements for the acquisition of a print shop copier, a color print shop
copier, and a departmental copier. The City’s Golf Course Fund entered into a lease-purchase agreement for the
acquisition of golf cart equipment and the City’s Information Services Fund entered into a lease-purchase agreement
for the acquisition of a mainframe computer. The gross value of these assets at September 30, 1999 was $1,966. The
remaining future lease payments under these capital leases together with the present value of the net minimum lease
payments as of September 30, 1999 are as follows:

Total Future minimum lease payments $1,635
Less amount representing interest 135
Present value of minimum lease payments $1,500

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Continued)
A. Primary Government (City) (Continued)

2. Proprietary Long-Term Debt (Continued)
Prior Years Defeased Debt

In prior years, the City advance refunded, prior to maturity, certain General Obligati nds
d i " f tion Bonds, Re
Certificates of Obligation. The refunding bonds were utilized to purchase securig:s whichna:e direct ven:;[?o e

d:ePuchasedSeaniﬁesphxsremainingbahminthcmwﬁmd.mﬁﬂl i i

rchs ities | T y sufficient to make timel ymen|

::_pn,mpal, premium if any, and interest scheduled to come due on the refunded obligations. '¥'h‘:=amﬁm::l:;
hgam'ms represent a legal defeasance and are no longer a liability of the City, therefore, they are not included in

the City’s financial statements. On September 30, 1999, $135,599 of previously defeased bonds were outstanding

Conduit Debt Obligations

The. gity facilitates the issuance of bonds to enable the San Antonio Industrial i

Flcxll.ucs Develqpmenl qupomion and the Higher Education Authority, a discretcrl);::rl:sl:nugtc:“mo:z; Hel:ltl}
the City, to pm.wdc ﬁmncml assistance to various entities for the acquisition, construction or mnovauwgz of facmi}litio
deemed to be in the public interest. The bonds are secured by the property financed and are payable solel ﬁo:
payments received on the ux.lduiying mortgage loans. Upon repayment of the bonds, ownership of the lc{{uued
property transfers to the catity served by the bond issuance. As of September 30, 1999, there were twenty-six series
of Industml Revenue Bonds, foune'en series of Health Facilities Development Bonds, and nine series of Educational
Facilities Revenue Bonds outstanding. The aggregate principal amount payable for the one series of Industrial
Revenue Bonds and !hc two series Educational Facilities Revenue Bonds issued after October 1, 1997 was $5,500
and $18,108, mspe.c.u.vely. The aggregate principal amount payable for the remaining series of industnal Reveaue
m?ldx Facilities D_cvelopmenx Bonds, and Educational Facilities Revenue Bonds issued prior to October 1,
199 m,sz;or:;w d.etetmlned,le. however, their aggregate original principal issue amounts were $71,743, $80,581,

mdqdmfadﬁmmcissunceofm“anptmeuueboridsmmbled:eSanAnto' i i

. 03 . - o mo Hous F

Corporation to provide financing of residential developments for persons of low and moderate income. m‘lghem

;:‘e mjo 19;9)' ::e ptopenym tWﬁmncn:n:lty and are pa;'able solely from and secured by a pledge of rental receipts. As of
X , caty-seven series of tax exempt revenue bonds outstanding wi aggregate princi|

amount payable of $137,673. e e o s WltP - principal

T(.a provide for the acquisition and construction of certain airport facilities, the City has i i iliti
Airport Revenue Bonds, Series 1995 and Special Airport Facilities Revenue Rcﬁ.mg'ing Bolssn::'dsinp:lallgl;;c lh;::
bonds are payable pursuant to lease agreements, which stipulate that various commercial entities are obligated ;o pay
amounts to 8 third party trustec, in-licu of lease payments to the City. These payments are sufficient to pay when due
the pflnclpa!, [premium, interest on and purchase price of the bonds. The aggregate principal amount payable for the
Special Facilities Airport 'Rfvenue Bonds, Series 1995, issued prior to October 1, 1997 could not be determined,
bowgver, the aggregate original principal issue amount was $5,000. The aggregate principal amount payable for the
Special Airport Facilities Revenue Refunding Bonds, Series 1999 was $4,421 at September 30, 1999.

Neither the City, the State, nor any political subdivision is obli i

h r gated in any manner for ent of the
nt‘ommcn:oned bonds.  Accordingly, the bonds are not reported as liabilities in the accom‘:nayyi[nng financial
statements.

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Continued)
A. Primary Government (City) (Continued)
2. Proprietary Long-Term Debt (Continued)
Special Assessment Debt

During fiscal year 1997, the City issued $2,730 Special Asscssment Revenue Refunding Bonds, Series 1997. The
net proceeds of the transaction of $2,670 after payment of costs of issuance plus a cash contribution from the Special
Assessment District of $957 were utilized to purchase securities guaranteed by the United States of America. These
securities were deposited into an irrevocable escrow account and together with interest camed in the account will
provide for all future debt service payments on the refunded debt. Accordingly, the refunded debt is considered to be
defeased.

As of September 30, 1999, $1,765 of special asscssment debt was outstanding. The City is not obligated in any
manner for this debt, therefore, the liability is not reported in the City’s financial statements. The City acts as an
agent for the Downtown Improvement District and transactions related to this debt are recorded in the Special
Downtown Improvement District Agency Fund.

Tax Increment Financing

During 1998, City Council approved “Guidelines and Criteria” for the utilization of “Tax Increment Financing”
(“TTF™) and the creation of “Tax Increment Reinvestment Zones” (“TIRZ”) pursuant to Chapter 311 of the Texas
Tax Code. The City is utilizing TIF as a vehicle to fund in whole or in part eligible capital costs related to economic
development, commercial and residential projects. During the fiscal year ended September 30, 1999, City Council
took action to approve the final project and financing plans for the four TIRZ previously established. The four TIRZ,
also referred to as the Rosedale Project, Highland Heights Project, New Horizons Project, and Mission Del Lago
Project, were established in order to reimburse developers for the financing costs and public improvements to be
made in each of the TIRZ for construction of single family and multi-family residential housing.

B. City Public Service (CPS)

As of January 31, 1999 the Bond Ordinances for New Series Bonds issued on and after August 6, 1992 contain,
among others, the following provisions:

1. Gross Revenue is applied as follows: (a) for maintenance and operating expeanses of the systems, (b) for
payments of the New Series Bonds, including the establishment and maintenance.of the reserve therefor,
(c) for the payment of any obligations inferior in lien to the New Series Bonds which may be issued, (d)
for an amount equal to 6% of the gross revenues of the systems to be deposited in the Repair and
Replacement Account, (¢) for cash payments and benefits to the City not to cxceed 14% of the gross
revenues of the systems, and (f) any remaining net revenues in the General Account to the Repair and
Replacement Account.

2. The following accounts are established: () General Account, (b) Repair and Replacement Account, (€)
Bond Construction Account (containing the proceeds of revenue bonds), (d) Retirement Account -
interest and sinking fund portion (containing the monthly principal and interest payments on the New
Series Bonds), and (¢) a Bond Reserve Fund portion (equal to not less than the average annual principal
and interest requirements of all outstanding New Series Bonds). As of January 31, 1999, bond reserve
requirements for the New Series Bonds have been met with the purchase of a surety policy.

{amounts are expressed in thousands)
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6. LONG-TERM DEBT (Coutinued)
B. City Public Service (CPS) (Continued)
Revenue Bonds

A summary of revenue bonds is as follows:

City Public Service
~ Revenue Bonds
For Fiscal Year Ended January 31%
Weighted-Average
) N Interest Rate on
Bond Series M. Ou ding Bonds 1999 1998
Tax Exempt New Sexies Serial Boads, 1992-1998 2000-2021 5.188% $2,694,630 $2,411,645
Taxable New Scrics Boads, 1998 2000-2020 . 6.289% 99,615
New Series Capital Appreciation Bonds, 1989 and 1991 2002-2012 170,993
Total New Series Bonds outstanding 5.233% 2,794,295 2.582:638
Less: Current maturities of bonds 63,720 61,640
Revenue bonds, net of current maturities $2,730,575 $2,520,998
Principal and interest amounts due for the next five years and thereafter to maturity are:
City Public Service
Principal and Interest Requirements

Year Principal Interest Total .

2000 s 63,720 H 145205 H 208,925

2001 67215 142,193 209,408

2002 70,530 138,929 209,459

2003 76,515 135,508 212,03

2004 ) 103,435 131,944 235379

Thereafter to mawurity 2,412,880 1,107,152 3,520,032
Total b3 2,794,295 $ 1,800,931 $ 4,595,226

In December 1998, CPS issued $885,100 of New Series 1998 bonds. The issue consisted of $785,500 in New Series
1998A Tax Exempt Bonds at an average interest rate of 4.92% and $99,600 in Taxable New Series 1998B Bonds at

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Continued)
B. City Public Service (CPS) (Continued)
Reveaue Boads (Continued)

an average interest rate of 6.34%. The New Series 1998A Bonds refunded $439,700 in certain outstanding New
Series Bonds and $244,300 in Tax-Exempt Commercial Paper (TECP), while the Taxable New Series 1998B Bonds
refunded $45,700 in certain outstanding New Series Bonds and $42,500 in TECP. In addition to the refunding,
$161,300 of certain New Series Bonds were legally defeased with cash resources. .

The New Scrics 1998 Bonds and the cash defeasance fully defeased all bonds issued prior to August 6, 1992, thereby
allowing the New Scries Bond Reserve to be replaced with a surety policy and this was done in conjunction with the
issuance of the New Series 1998 Bonds and the cash defeasance. The surety policy provides a reserve requirement
cqual to the highest average annual principal and interest requirement of the New Series Bonds outstanding as of
January 31, 1999. Of the funds available from the assets in the New Series Bond Reserve in December 1998,
$155,000 was used to fund the cash defeasance; $52,500 was transferred to the Bond Construction Fund; and the
remainder of the funds were transferred to the Repair and Replacement Account. The cash defeasance transaction
resulted in a loss of $24,900 which is reflected in the Statemeant of Revenues, Exp and Changes in Retained
Earnings for 1999. .

The par value of the New Series 1998 Bonds issued was $16,100 more than the amount of debt refunded. Cash flow
savings of $39,700, which is equivalent to a present value savings of $23,600, resulted from this bond transaction. In
May 1997, CPS issued $661,200 of New Scries 1997 bonds at an average interest rate of 5.65%. The issue consisted
of $350,000 in revenue bonds and $311,200 in refunding bonds. The new money bonds were expected to fund most
construction requirements into fiscal year ending January 31, 2000.

The 1997 refunding bonds were issued to refund $302,600 in certain outstanding New Series Bonds, and were
$8,600 more than the amount of the bonds refunded. The refunding transaction resulted in a cash flow savings of
$§15,700, which equates to a present value savings of $9,100, or 3% of the par amount of refunded bonds. In August
1997, CPS issued a call for $170,000 in New Series Bonds, including $32,000 in maturities due at year end.

C. San Antonio Water System (SAWS)

On April 30, 1992, City Ordinance No. 75686 was adopted. This ordinance authorized the issuance of $635,925
Water Systern Revenue Refunding Bonds, Series 1992, dated April 15, 1992. These bonds were issued to refund, in
advance of maturity, $253,065 Water Revenue Bonds authorized and outstanding under terms of City Ordinance No.
52091, $330,125 of Sewer Revenue Bonds authorized and outstanding under terms of City Ordinance No. 51975,
$14,500 of other bonded debt of annexed water districts, and $49,200 of Sewer System Commercial Paper. The
purpose of this advance refunding was to release and discharge the covenants contained in City Ordinance No. 52091
and No. 51975 in order to penmit the City to consolidate the operations of the water related utilities.

The System: City Ordinance No. 75686 defines SAWS as all properties, facilities, plants owned, operated and
maintained by the City and/or the Board of Trustees, for the supply, treatment, transmission and distribution of
treated potable water, chilled water and steam, for the collection and treatment of wastewater and for water reuse,
together with all future extensions, improvements, purchases, repairs, repl and additions thereto, and any
other projects and programs of SAWS; provided however, that the City retains the right to incorporate a stormwater
system as provided by the Texas Local Government Code. See “Stormwater” below.

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Continued)
C. San Antonio Water System (SAWS) (Continued)

Funds Flow: City Ordinance No. 75686 requires that Gross Revenues of SAWS be applied in sequence to: (1)
current maintenance and operating expenses including a two month reserve based upon the budgeted amount of
maintenance and operating expenses for the current tiscal year; (2) Debt Service Fund requirements of Senior Lien
Obligations; (3) Reserve Fund requirements of Senior Lien Obligations; (4) Interest and Sinking Fund and Reserve
Fund requirements of Junior Lien Obligations; (5) Interest and Sinking Fund and Reserve Fund requirements of
Subordinate Lien Obligations; (6) payment of amounts required on Inferior Lien Obligations, and (7) transfers to the
City’s General Fund and to the Renewal and Replacement Fund.

Reuse Contract: SAWS has a contract with City Public Service, the City owned electric and gas utility, for the
provision of reuse water. The revenues derived from the contract have been restricted in use to only reuse activities,
are excluded from the calculation of Gross Revenues, and are not included in any transfers to the City’s General
Fund. Revenues derived from this contract were $2,000 in 1999.

SAWS is developing a recycled water system which will provide nonpotable water to various customers now using
Edwards Aquifer water. In 1997, the System began serving Mission Del Lago, a golf course and a recycled water
customer. Revenue from recycled water sales will be recorded’as normal revenue of SAWS and will not have the
restrictions of the reuse contract.

Stormwater: [n addition to the water related utilities which the Board has under its control, the City Council
approved Ordinance No. 77949 on May 13, 1993, which established initial responsibilities over the Stormwater
Program with the System and adopts a schedule of rates to be charged for stormwater services and programs. The
Stormwater Program is deemed to not be a part of SAWS as the term is defined in City Ordinance No. 75686.
Accordingly, operations of the Stormwater Program are not considered when determining compliance with debt
covenants contained in City Ordinance 75686 or in calculating payments to be made to the City. In fiscal year 1997,
the City Council placed the administrative responsibility with its own staff and entered into an interlocal agreement
with SAWS for the provision of services related to certain water quality monitoring functions.

No Free Service: City Ordinance No. 75686 also provides for no free services except for municipal fire-fighting
purposes and certain stormwater utility service.

Revenue Bonds

On October 16, 1997, the City Council adopted City Ordinance No. 86794. This ordinance authorized the issuance
of $106,735 in Water System Revenue Refunding Bonds, Series 1997 with interest rates of 4.25% to 6.0%. The
bonds were issued for the purpose of refunding $101,665 of the outstanding Water System Revenue Refunding
Bonds, Series 1992 in order to lower the overall annual debt service requirements and to pay costs of issuance of the
Bonds. The net proceeds of $107,694 (after payment of $904 underwriter’s discount, insurance, and other issuance
costs and issuance premium of $2,062) were used to purchase U.S. government securities. Those securities were
deposited in an irrevocable trust with an escrow agent to advance refund the Water System Revenue Bonds, Series
1992, maturing in years 2005 through 2016 with interest rates ranging from 6.0% to 6.5%. As a resuit, the 1992
Series bonds are considered to be defeased and the liability for those bonds has been removed from the balance sheet.

The advance refunding resulted in the recognition of an accounting loss of $10,702 for the year ended May 31, 1998
and is being amortized through the year 2016. However, SAWS in effect reduced its aggregate debt service
payments by $6,066 over the next 18 years and obtained an economic gain (difference between the present value of
the old and new debt service payments) of $4,045.

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Coutinued)

C. San Antoalo Water System (SAWS) (Continued)
Reveaue Boads (Coatinaed)

Additionally, on November 14, 1997, SAWS deposited $56,166 (after t of $484 in insurance issuance
costs) of c:sh and US. govemment muﬁdshmhwoabkmwimp:nyn:mwlgmmldvm mm"ﬂ'sss 870
of Water Sy Revenue Refunding Bonds, Serics 1992 maturing in years 1999 through 2012 with interest rates
ranging from 5.800% to 6.500%. As a result, the Series 1992 bonds are considered 1o be defeased and the liabili
for those bonds has been removed from the balance sheet. The advance refunding of the Immﬁdmmulg
4 cash flow or an economic gain or loss, since the inrevocable trust was finded with Reserve Fund monies,

In prior yeacs, SAWS defeased certain capital appreciation and revenue bonds by placi

" . 3 placing the proceeds of the
m?mmmgm*?mmmwmpmummoum. Accordingl‘;lhem
acoount assets i feased bonds are not included in SAWS® i '

o0, 5265 805 oo s b financial statements. At May 31,

Anaual Requirements
Annual Debt Service Requirements
Revenue Bonds
Revenuc

YearEoding R Refinding  snd Refinding Boods  Refunding Bonds, Toal
May 31 Bouds, Scries 1992 Series 1996 Series 1997 All Bonds
2000 s 0498 § s s 6061 S 49376
2001 39,502 1817 6,060 49379
2002 ) 39,501 3817 6,064 49382
2003 19,503 3817 6,061 49381
2004 39,501 3817 6,067 49385
Thereaft 337218 130499 134,014 £01L.731
Total . - 4D 3 4058 31843271 3 R48.634
Principal $ M0 § 68000 § 106270 $ .5l6.230
Interest — 1036 —BLSR4 ______ SROS7 31404
e _SHID S J49584 5 164327 5 B486M4

(amounts arc expressed in thousands)
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6. LONG-TERM DEBT (Continued)
C. San Antonio Water System (SAWS) (Coatinued)

Capitalized Interest Costs

Interest costs incurred on revenue bonds and short-term commercial paper debt totaled $34,491 during fiscal year
1999, of which 34,337 was capitalized as part of the cost of SAWS” utility plant additions.

Debt Coverage Ratio
San Antonio Water System
Revenue Bond Debt Coverage Ratio
(Unaundited)
For the Fiscal Years
Ended May 31: 1
1999 1998
Operaung Revenues . $ 180,041 S 172,29JJ
Less: Revenues from City Public Service Contract 2,000 2,000
Revenues from Stormwater Program
178,041 170.293
Nonoperanng Revenues 5494 7,650
Less: Interest on Debt Service and Project Funds 1,734 39721
1,760 3,678
Gross Revenues 181,801 173971
Maintenance & Operation Expensc 100,430 93.884
Less: Stormwater Program Expenses
100,430 93,884
Pledged Revenues S 81371 $ 80,087,
Maximum Annual Principal and Interest Requirements on
Outstanding Revenue Bonds M 49385 S 49,385
Debt Coverage Ratio [.65% 1.62%
Debt Service Requirement for Fiscal Year 5 52230 § 53,703
Debt Coverage Ratio 1.56% 149%

Leases

SAWS entered into four lease agrecments for financing the acquisition of computer equipment and software. These
lease agreements qualify as capital leases for accounting purposes and, therefore, have been recorded at the present
value of the future minimum lease payments as of the inception date. The terms of the leases are for five vears with
payments of $12,890 monthly and $154,684 annuaily. The annual percentage rates of the leases is 5.5%. At the end
of the respective lease terms, the ownership of the equipment transfers to SAWS, Please note the amounts in this
paragraph are not stated in thousands.

(amounts are expressed in thousands)
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6. LONG-TERM DEBT (Continued)
C. San Antonio Water System (SAWS) (Continued)
Leases (Continued)
The future minimum lease obligations and the p value of these minimum lease payments as of May 31, 1999,

were as follows:

San Antonio Water System
Minimum Lease Obligation and Present Value of Lease Payments
Years Ending May 31,

2000 H 319
2001 31
2002 ' 209
2003 is5
2004 — 3
Total Minimum Lease Payments 945
Less: Amount Representing Interest Y X))
Present Value of Minimum Lease Payments [ )

7. COMMERCIAL PAPER PROGRAMS
A. City Public Service (CPS)

In October 1988, the City Council of San Antonio, Texas (City Council) adopted an ordinance authorizing the
issuance of up to $300,000 in Tax-Exempt Commercial Paper (TECP) to assist in the financing of eligible projects,
including fuel acquisition and capital improvements to the utility systems (the Systems) and to refinance or refund
any outstanding obligations which are secured by and payable from a lien on and/or a pledge of net revenues of the
Systems. The program's scheduled maximum maturities will not extend beyond November 1, 2028.

In June 1997, the City Council approved an amendment to the ordinance which allowed for the expansion of the
TECP Program to a limit of $450,000. Subsequently, CPS issued $20,000 still available from the $300,000 former
limit, and $150,000 in additional TECP notes. Proceeds were used to call $170,000 of New Series Bonds in August
1997. The bond call transaction resulted in expected cash flow savings of $8,800 during the term of the called
bonds, which equates to an expected present value savings of $7,800. CPS sold sn additional $4,500 of TECP
during October 1997 which was used to fund construction costs for that month, bringing the total amount of TECP
outstanding to the program’s new limit of $450,000.

(amounts are expressed in thousands)
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7. COMMERCIAL PAPER PROGRAMS (Continued)
A. City Public Service (CPS) (Continued)

In conjunction with the 1998 New Series Bond transaction, TECP totaling $286,800 was refunded with proceeds of
these bonds and $34,900 was redecmed using Repair and Replacement Account Funds. Of the total cash
redemption, $18,300 was redeemed in December 1998, while the remainder of $16,600 was redeemed in January
1999. As of January 31, 1999, $128,300 in principal amount was outstanding, with a weighted-average interest rate
of approximately 3.09% and an average life outstanding of approximately 110 days.

The TECP has been classified as long-term in accordance with the refinancing terms under a revolving credit
agreement with a consortium of banks which supports the commercial paper. Under the terms of the agreement, CPS
may borrow up to an aggregate amount not to exceed $450,000 for the purpose of paying amounts due under the
TECP. The credit agreement has a term of two years, currently extended until November 1, 2000, and may be
renewed for additional periods. To date, there have been no borrowings under the credit agreement. The TECP is
secured by the net revenues of the Systems. Such pledge of net revenues is subordinate and inferior 1o the pledge
securing payment of the New Series Bonds and any New Series Bonds to be issued in the future.

B. San Antonio Water System (SAWS)

In 1996, the City Council authorized SAWS to expand the tax-exempt short-term borrowing program (the
“Commercial Paper Program”) from $100,000 to $175,000. The purpose of the Commercial Paper Program is to
provide funds for the interim financing of a portion of the costs of capital improvements to SAWS. Scheduled
maturities of the short-term borrowing under the Commercial Paper Program may not extend past May 14, 2032.
The City has covenanted in the ordinance authorizing the Commercial Paper Program (the *Note Ordinance™) to
maintain at all times credit facilities with banks or other financial institutions which would provide available
borrowing sufficient to pay the principal of the Commercial Paper Program.

The borrowings under the Commercial Paper Program are equally and ratably secured by and are payable from (i)
the proceeds from the sale of bonds or additional borrowing under the Commercial Paper Program and (i) borrowing
under and pursuant to the revolving Credit Agreement. SAWS and Westdeutsche Landesbank Girozentrale (the
“Bank”) have entered into a revolving credit agreement (the “Credit Agreement”) pursuant to which the Bank is
obligated under the Credit Agreement to loan to SAWS amounts not to exceed $175,000 as amended, for the purpose
of paying amounts due on the Commercial Paper Program. Any borrowing under the Credit Agreement is equally
and ratably secured by and payable from the above-described sources pledged for payment of the Commercial Paper
Program and from a pledge of the Net Revenues of SAWS, such pledge being subordinate to the pledge of Net
Revenues securing all Senior Lien Obligations. Management intends to continue the remarketing of the tax-exempt
commercial paper notes as it intends to maintain a portion of its debt in variable rates.

SAWS issued $75,000 in notes under the Commercial Paper Program during the fiscal year ended May 31, 1999.
The proceeds of the notes have been used solely for the financing of capital improvements of SAWS. Commercial
paper notes in the amount of $145,000 are outstanding at May 31, 1999 with interest rates on the notes ranging from
2.80% to 3.25% and from § to 82 days in maturity.

(amounts are expressed in thousands)



8. PENSION AND RETIREMENT PLANS
A. General Plan Information

The City of San Antonio, SAWS and CPS
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in several b

Pxyroll and contribution information as of the yur'end for each entity is presented below:

24

plans. These are funded plans covering substantial full-time employees.

Contributory Pension and Retirement Plans
Employee Employer Total
Entity Title Type of Plan Covered Payroil Contributi Contributi Contributi
Fire and Police Fund Sk loyer Defined
b i o B:ad:;tz::s s 153,763 3 18,441 $ 16382 H 3538
Texas Municipal
Retirement Sysem Noa Traditional Defined
(TMRS) Contribution Agent Plan 150,504 9,030 14321 23951
Component Units:
'SAWS Texas Municipai
R::m System Non Traditional Defined 47509 1,437 1576 3013
(TMRS) Contribution Ageat Plan
PMLIC Contract Agent Multiple Employer
Defined Benefit Plan 48,183 3344 3344
CPS All Pan  Single Defined
s Eeployess Ben:ﬁtw E;;M 129,063 6,239 14375 20,614
) Yexr ended May 31, 1999
Year ended Jamuary 31, 1999
are inth
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8. PENSION AND RETIREMENT PLANS (Continued)
B. City of San Antonfo
Fire and Police Pensfon Plan

In fiscal year 1996, managentent of the Fire and Police Pension Fund (the Pension Fund), a blended component unit,
elected to implement the provisions of GASB Statement No. 25, “Financial Reporting for Defined Benefit Pension
Plans and Note Disclosure for Defined Contribution Plans”™. Accordingly, with respect to the Fire and Police Pension
Fund, the City implemented the provisions of GASB Statement No. 27, “Financial Reporting for Defined Benefit
Pension Plans and Note Disclosure for Defined Contribution Plans” in fiscal year 1996,

The Peasion Fund is a single-employer defined benefit retirement plan established in accordance with the laws of the
State of Texas. The City provides retirement benefits for all eligible full-time Fire and Police employees through the
Peasion Fund. Employees who terminate having five to tweaty years of service may apply to receive a refund of
their original contribution. Employees retiring who have served and contributed for tweaty years or more shall, upon
application to the Board of Trustees of the Pension Fund, receive a retirement pension based on the average of the
employec's total salary, excluding overtime pay, for the highest three years of pay of the last five years of service.
The retiremeat annuity is computed at the rate of 2% of this average for the first tweaty years of service, plus 4% for
each of the next ten years served and 1% foruchofthencxtﬁvcymofs«vice,up to 85% of the average salary.
Additionally, plan amendments effective October 1, 1997 include an increase of 1% in the annual benefit for
members who retired prior to October 1, 1989, and an increase in the benefit multiplier of 0.5% for each year of
service between twenty five and thirty years.

An employee with twenty years and one month of actual service credit may at the time of retirement elect a
Backward Deferred Retirement Option Plan (Back DROP). The Back DROP election results in a lump sum payment
equal to the number of full months of service elected by an employee that does not exceed the lesser of the number of
months of service credit the employee had in excess of twenty years or twenty-four months and a reduced annuity
payment.

The disbursemeat of a 13* pension check may be authorized by the Board for any fiscal year ending after 1996 if the
yield on the Peasion Fund's investments exceeds the actuarial projections for the preceding five year period by at
least 100 basis points. Thcl3‘peusioncbeckispddtoachredreemdbeueﬁciuymcivinganannuityaxthctime
ofdisbusemeutlndisinlnlmounlequaltodxepensioneheckpddinthehstmonthofﬂlcpmedingﬁscalywof
the Pension Fund (retirees/bencficiaries with less than one year of beaefits will receive a prorated check, and no
cbeckwillbepaidtomembaswhomﬁmaﬁertheendofﬂxeﬁsalyw).

If service is terminated by reason of death or disability, the employee's beneficiary or the employee shall be entitled
to one-half of the average of the employee’s total salary, excluding overtime pay, based on the same number of years
of the member’s pay as used to compute normal retirement benefits. If a member is killed in the line of duty, the
member’s surviving spouse and depcndem.childm are entitled to a pension based upon actual base salary at time of
death.

The Pension Fund issues a publicly available financial rtpon that includes financial statements and required
supplemental information. That report may be obtained by writing to the Fire and Police Pension Fund of San
Antonio, 311 Roosevelt, San Antonio, Texas 78210-2700 or by calling (210) 534-3262.

Contribution requirements of plan members and the City are established and may be amended by State statute. In the
current year, the City contributed 24% of covered payroll and employees contributed 12% of covered payroll. The
employer’s required contribution of $36,882 and the employee's required contribution of $18,441 were made to the
Pension Fund. (See summary of contribution information at Part A of this footnote).

(amounts are expressed in thousands)



~——— CITY OF SAN ANTONIO, TEXAS ——

8. PENSION AND RETIREMENT PLANS (Continued)
B. City of San Antonio (Continued)
Fire and Police Pension Plan (Continued)

For the year ended September 30, 1999, the City’s annual pension cost of $36,882 for the Pension Fund was equal to
the City's required and actual contributions. The annual required contribution was determined as part of the October
1998 actuarial valuation using the entry-age actuarial cost method. The actuarial assumptions included (a) 8%
investment rate of retum, and (b) projected salary increase of 5.5% per year. Both (a) and (b) included an inflation
component of 4.5%. The actuarial value of assets was determined using techniques that smooth the effects of short-
term volatility in the market value of investments over a five year period. The Pension Fund’s unfunded actuarial
liability is being amortized as a level percentage of projected payroll on an open basis. The remaining amortization
period at October 1, 1998 was 20.39 years.

Texas Municipal Retirement System

The Texas Municipal Retirement Systems (TMRS) elected to implement the provisions of GASB Statement No.
25, “Financial Reporting of Defined Benefit Pension Plans and Note Disclosure for Defined Contribution Plans™.
As such, the City implemented the provisions of GASB Statement No. 27, “Financial Reporting for Defined
Benefit Pension Plans and Note Disclosure for Defined Contribution Plans” in fiscal year 1998.

The City provides benefits for all eligible employees (excluding firefighters and police officers) through a
nontraditional, joint contributory, defined contribution plan in the TMRS. The TMRS is a statewide agent
multiple-employer public employee retirement system created by law in 1947 to provide retirement and disability
benefits to city employees. It is the opinion of the TMRS management that the plans in TMRS are substantially
defined contribution plans, but they have elected to provide additional voluntary disclosure to help foster a better
understanding of some of the nontraditional characteristics of the plan.

TMRS issues a publicly available financial report that includes financial information related to participating
municipalities. The report may be obtained by writing to the TMRS, P.O. Box 149153, Austin, Texas 78714-
9153 or calling (512) 476-7577.

Bencfits depend upon the sum of the employee's contributions to the plan, with interest, and the City financed
monetary credits, with interest. At the date the plan began, the City granted monetary credits for service rendered
before the plan began of a theoretical amount equal to two times what would have been contributed by the employee,
with interest, prior to establishment of the plan. Monetary credits for service since the plan began are a percentage of
the employec's accumulated contributions. In addition, the City may grant, as often as annually, another type of
monctary credit referred to as an updated service credit. This is a theoretical amount which, when added to the
employee's accumulated contributions and the monetary credits for scrvice since the plan began, would be the total
monetary credits and employee contributions accumulated with interest if the current employee contribution rate and
City matching percent had always been in existence and if the ecmployee's salary had always been the average salary
for the last three years. At retirement, the benefit is calculated as if the sum of the employec’s accumulated
contributions with interest and the City-financed monetary credits with interest were used to purchase an annuity.

Members are cligible to retire upon attaining the normal retirement age of 60 and above with 10 or more years of
service or with 20 years of service regardless of age. The plan also provides death and disability benefits. A member
is vested afier 10 years, but must leave accumulated contributions in the plan. If a member withdraws the
contributions with interest, the member would not be entitled to the City-financed monetary credits, even if vested.
The plan provisions are adopted by the governing body of the City within the options available in the state statutes
goveming TMRS and within the actuaria| constraints also in the statutes.

(amounts are expressed in thousands)
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8. PENSION AND RETIREMENT PLANS (Continued)
B. City of San Antonio (Continued)
Texas Municipal Retirement System (Contizued)

Significant assumptions used in the actuarial valuation of annuat required contributions include a rate of return on the
investment of present and future assets of 8.0% per year. Additionally, there is no need to project salary increases
since the benefit credits camed for service to date are not dependent on future salaries. Because of the money-
purchase nature of the plan, the interest rate assumption does not have as much impact on the results as it does for a
defined benefit plan. -

Contribution requirements are actuarially determined. The contribution rate for the City’s employees is 6% and the
matching percent is currently 9.97%, both as adopted by the goveming body of the City. (See summary of
contribution information in Part A of this footnote). Under the state law govermning TMRS, the Employer's
Contribution rates are annually determined by the actuary. This rate consists of the normal cost contribution rate and
the prior service contribution rate, both of which are calculated to be a level percent of payroll from year to year.
The normal cost contribution finances the currently accruing monetary credits due to the City matching percent,
which are the obligation of the City as of an employec’s retirement date, not at the time the employec’s contributions
are made. The normal cost contribution rate is the actuarially determined percent of payroll necessary to satisfy the
obligation of the City to each employee at the time the employee’s retirement becomes effective. The prior service
contribution rate amortizes the unfunded actuarial liability over the remainder of the plan’s twenty-five year
amortization period. When the City periodically adopts updated service credits and increases annuities in cffect, the
increased unfunded actuarial liability is being amortized over a new twenty-five year period. Currently, the
unfunded actuarial liability is being amortized over a constant twenty-five year period as a level percent of payroll.
The unit credit actuarial cost method is used for determining the City contribution rate. Contributions are made
monthly by both the employees and the City. All current year required contributions of the employees and the City
were made to TMRS. Due to the fact that the City requires the contribution rates in advance for budget purposes,
there is a one year lag between the actuarial valuation that is the basis for the rate and the calendar year when the rate
goes into effect.

C. San Antonio Water System (SAWS)

Effective with the fiscal year ending May 31, 1999, SAWS has elected to implement GASB Statement No. 27
“Accounting for Pensions by State and Local Governmental Employers™ which supercedes GASB Statement No. § .
“Disclosures of Pension Information by Public Employce Retirement Systems and State and Local Governmental
Employers”.

SAWS retirement program includes benefits provided by Texas Municipal Retirement System, a contract with
Principal Mutual Life Insurance Company, and Social Security.

Covered employees are eligible to retire upon attaining the normal retirement age of 65. An employee may elect _
early retirement, with reduced benefits, upon attainment of:

L. 20 Years of credited service regardless of age, or
2. 25 Years of credited service and at least age 50, or
3. 10 Years of credited service and at least age 60.

The normal retirement benefit is based upon two factors, average compensation and years of credited service.

Average Compensation is defined as the monthly average of compensation for the three consecutive years ending
December 31, out of the latest ten prior to retirement which give the highest average.

(amounts are expressed in thousands)
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8. PENSION AND RETIREMENT PLANS (Continued)
C. San Antonio Water System (SAWS) (Continued)
The normal retirement benefit under the Principal Mutual contract is equal to:

1. 1.2% of the Average Compensation, as defined, times years of credited service not in excess of 25 years,
plus

2. 0.75% of the Average Compensation, times years of credited service in excess of 25 yea:s but not in
excess of 35 years, plus

3. 0.375% of the Average Compensation, times years of credited service in excess of 35 years.

Upon retirement, an employee must sefect from one of seven alternative payment plans. Each payment plan provides
for monthly payments as long as the retired employee lives. The options available address how plan benefits are to
be distributed to the designated beneficiary of the retired employee. The program also provides death and disability
benefits.

The following information related to the Texas Municipal Retirement System and Principal Mutual Life Insurance
has been prepared as of January 1, 1999.

Texas Municipal Retirement System

SAWS provides pension benefits for all of its full-time employees through a nontraditional, joint contributory,
defined contribution plan in the Texas Municipal Retirement System (TMRS). The TMRS was established in 1948
as a retirement and disability pension system for municipal employees in the State of Texas, and is administered in
accordance with the Texas Municipal Retirement System Act. It is the opinion of the TMRS management that the
plans in the TMRS are substantially defined contribution plans, but they have elected to provide additional voluntary
disclosure to help foster a better understanding of some of the nontraditional characteristics of the plan.

Benefits depend upon the sum of the employee's contributions to the plan, with interest, and the SAWS- financed
monetary credits, with interest. At the date the plan began, SAWS granted monetary credits for service rendered
before the pian began of a theoretical amount equal to two times what would have been contributed by the employee,
with interest, prior to establishment of the plan. Monetary credits for service since the plan began are a percent
(100%, 150%, 200%) of the employee's accumulated contributions. In addition, SAWS may grant, as often as
annually, another type of monetary credit referred to as an updated service credit which is a theoretical amount
which, when added to the employee's accumulated contributions and the monetary credits for service since the plan
began, would be the total monetary credits and employee contributions accumulated with interest if the current
employee contribution rate and SAWS matching percent had always been in existence and if the employee's salary
had always been the average salary for the last three years that are one year before the effective date. At retirement,
the benefit is calculated as if the sum of the employee's accumulated contributions with interest and the employer-
financed monetary credits with interest were used to purchase an annuity.

Members can retire at ages of 60 and above with 10 or more years of service or with 25 years of service regardless of
age. The plan also provides death and disability benefits. A member is vested after 10 years. [f a member
withdraws his own money, he/she is not entitled to the employer-financed monetary credits, even if he/she was
vested. The plan provisions are adopted by SAWS within the options available in the state statutes governing TMRS
and within the actuanial constraints also in the statutes.

(amounts are expressed in thousands)
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8. PENSION AND RETIREMENT PLANS (Continued)
C. San Antonio Water System (SAWS) (Continued)
Texas Municipal Retirement System (Continued)

The contribution rate for the employees is 3% of salary, and SAWS matching rate approximates 100% of the
employee rate, both as adopted by SAWS. Under the state l[aw governing TMRS, SAWS contribution rate is
annually determined by the actuary. This rate consists of the normal cost contribution rate and the prior service
contribution rate, both of which are calculated to be a level percent of payroll from year to year. The normal cost
contribution rate finances the currently accruing monetary credits due to SAWS matching percent, which are the
obligation of SAWS as of an employee’s retirement date not at the time the employee’s contributions are made. The
normal cost contribution rate is the actuarially determined percent of payroll necessary to satisfy the obligation of
SAWS to each employee at the time his retirement becomes effective. The prior service contribution rate amortizes
the unfunded (overfunded) actuarial liability (asset) over the remainder of the plan’s 25-year amontization period.

When SAWS periodically adopts updated service credits and increases the annuities in effect, the increased unfunded
actuarial liability is to be amortized over a new twenty-five year period. Currently, the unfunded actuarial liability is
to be amortized over the twenty-five year period which began January 1, 1998. The unit credit actuarial cost method
is used for determining SAWS contribution rate.

Contributions are made monthly by both the employees and SAWS. Since SAWS needs to know its contribution
rate in advance for budgetary purposes, there is a one-year delay between the actuarial valuation that is the basis for
the rate and the calendar year when the rate goes into effect.

Significant assumptions used in the actuarial valuation of annual required contributions include a rate of retumn on the
investment of present and future assets of 8.0% per year. Additionaily, there is no need to project salary increases
since the benefit credits earned for service to date are not dependent on future salaries. Likewise, inflation and cost-
of-living adjustments are not accounted for in the actuarial study. Assets are valued at market rate.

Principal Mutual Life Insurance Company

The contract with Principal Mutual Life Insurance Company (PMLIC) serves as a supplement to the TMRS and
Social Security benefits. PMLIC serves as an agenf multiple-employer provider that acts as a common investment
and administrative agent for SAWS. SAWS’covered payroll at January 1, 1999 under this contract was $48,183.

SAWS provides supplemental pension benefits for all full-time employees through this defined benefit plan.
Employees are eligible to participate in the plan on January 1 of the calendar year following date of hire. An
employee covered by the plan may vest a portion of the plan benefits if termination occurs after sufficient years of
service have been credited. The plan allows an employee to accrue vesting benefits as follows:

Years of Service Vested Percentage
Less than 5 0%
S 50%
6 60%
7 70%
8 80%
9 90%
10 or more 100%

(amounts are expressed in thousands)
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8. PENSION AND RETIREMENT PLANS (Continued)
C. San Antonio Water System (SAWS) (Continued)
Principal Mutual Life Insurance Company (Continued)

An employee is automatically 100% vested upon attainment of age 65 or upon becoming totally and permanently
disabled.

Benefits for retired employees are fully guaranteed at retirement. Fixed income assets are valued on a contract basis.
Long-term equity investments are adjusted by spreading unrealized appreciation and depreciation over four years.
Short-term investments, real estate, and bonds are valued at market.

Significant assumptions used by PMLIC's actuary to compute the actuarially determined contribution requirements
include: (a) a rate of return on the investment of present and future assets of 7.0 % per year, compounded annually,
(b) salary scale from Table S-5 of the Actuary’s Pension Handbook, plus 3.4 %, and (c) plan expenses according to
the expense scales of the Service Agreements.

The PMLIC contract funding policy provides for actuarially determined periodic contributions so that sufficient
assets will be available to pay benefits when due. The actuaridl cost method is known as the Entry Age Normal-
Frozen Initial Liability Method. This method spreads the total cost of the projected pension benefits for each
employee from the date the employee is first eligible for the plan to the employee's normal retirement date. As plan
benefits are related to compensation, the cost is spread as a level percentage of compensation.

The actuarial valuation which was performed for the plan year reflects an unfunded frozen initial liability of $16,652.

SAWS' contribution to the PMLIC contract was $3,344 for the year ended May 31, 1999. SAWS does not make
contributions based on the above actuarial computed amounts. SAWS contributes the actuarial computed normal
cost plus interest on the Unfunded Frozen Initial Liability, and interest on the normal cost for the year. Employees
do not make contributions to this plan.

SAWS is considering replacing the current funding policy of depositing Normal Cost plus interest on the unfunded
liability with the new annual required contributions for the plan as set in Governmental Accounting Standards Board
No. 27. Depositing at this new level will continue to fund normal cost and interest on the unfunded liability but also
include an amount to amortize the unfunded liability over a period of 20 years.

For the year ended May 31, 1999, SAWS annual pension cost of $3,344 was equal to SAWS required and actual
contributions.

The PMLIC issues a publicly available financial report that includes financial statements and required supplemental
information. That report may be obtajned by writing to Principal Life Insurance Company, Pension Diversified
Retirement Services, Des Moines, lowa 50392-0001 or by calling (515) 247-5111.

{The remainder of this page left blank intentionaily)
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8. PENSION AND RETIREMENT PLANS (Continued)

D. CPS All Employee Plan

Effective with the fiscal year ending January 1, 1998, CPS i :
. . N mplemented GASB, Statement No. 27 “ i
for Pensions by State and Local Governmental Employers™ which supercedes GASB osmem:n:co;‘lglmsg

“Disclosures of Pension Inf th i i
Employeres ormation by Public Employee Retirement Systems and State and Local Governmental

The CPS Pension Plan is a self-administered, single-emplo er, defined-benefi i i

covering substnmi‘ally all employees who have cgomplctid yone year of sewic:cf:orll\lu;r:l:‘:l'};cfii::i:xpilsa: (Plzns?
however, carly retirement is available with 25 years of service. The Plan was amended effective Jan 1 g1°999'
to §lso allow carly retirement to those employees who arc age 55 or older with at least 10 years of b::gl s’crv' '
This change had no effect on funding requirements for the fiscal period ended December 31, 1998, Retire ICC;
benefits are based on length of service and compensation, and benefits are reduced for retiremc,nl bcfé)re age sr;u:n

The Plfm is sponsored and may be amended by CPS, acting by and through the General Manager and Chief
Execuflvc Officer of .CPS. The Plan assets are held in a separate trust that is periodically audited and wh‘lch
financial statements include historical information. Additional information may be obtained by writin :;

Employee Benefits Division of CPS, P.O. Box 1771, San Antonio, Texas 78296 or by calling (210) 978-2484g ‘

Fund?ng levels are established through annual actuarial evaluations and reco i
Admyustmtxve/lnvtscm.ent committee, using both employee and employer contributions. Panrlglcel::::gn:m ‘;ct; ;2
contribute 5.0 % of their total compensation and are fully vested after completing 15 years of credited Scrzlicc
The Plan was amcnd_ed c.ffecxive January 1, 1999, to reduce the time it takes an employee to fully vest to 7 ycars'
m balaflce of contributions made amounted to 11.1 % and are the responsibility of CPS, considering actuan'ai
mforqmuon, budgetary compliance, and the need to amend the Plan with legal requircmct;ts (See Summ f
Contribution Information at Part A of this footnote). ’ e

CPS® annual pension cost of $14,375 was equal to the annual i ibuti i
_anr C required contribution. The annual required
contribution was determined as part of the January 1, 1998 actuarial valuation using (a) the five-year sme;lothed
dmzu-k" etfmethod for asset _;'_:l_uanon, (b) the projected unit credit for pension cost and valuation. and (c) the level
ollar for amortization. The remaining amortization period is 2.84 years and i in
opon ariation, T pe y and is calculated using the level dollar

Significant actuarial assumptions used for the January 1, 1998 actuarial valuation includ
1 , c (a) a rate of retum on
the investment of future assets of 8.5 % per year compounded annually, (b) projected salary increased averaging

5.0 %, and (c) post-retirement cost-of-living increases of 2.0 %. The proj ted i i
e e b Lo o projected salary increases include an

(The remainder of this page left blank intentionally)
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8. PENSION AND RETIREMENT PLANS (Continued)
E. Required Three Year Trend Information

Trend information compares the annual required contribution to annual pension cost and the resultant net pension
obligation as required by GASB Statement No. 27.

Three Year Trend Information

Annual Percentage Net

Fiscal Pension of APC Pension
Pension Plan Year Cost (APC) Contributed Obligation
Fire and Police Pension ~ City of San Antonio 1997 3 33,072 100% 0
1998 34,963 100% 0
1999 ) 36,882 100% 0
TMRS - City of San Antonio 1997 $ 13,263 100% $ 0
1998 13,442 100% 0
1999 14,921 100% 0
TMRS - SAWS 1997 $ 1,347 100% $ 0
1998 1,524 100% 0
1999 1,576 100% 0
PMLIC ~ SAWS 1997 $ 2,505 100% 3 0
1998 2,748 100% 0
1999 3,344 100% 0
CPS All Employee Plan . 1997 M 14,267 100% 3 0
1998 12,426 100% 0
1999 14,375 100% 0

Location of Schedules of Funding P

The Schedule of Funding Progress is located in the “Required Supplementary Information™ section of this report.
The schedules are designed to provide information about each entity’s progress in accumulating sufficient assets to
pay benefits due.

(amounts are expressed in thousands)

—70— —— CITY OF SAN ANTONIO, TEXAS

9. POSTEMPLOYMENT RETIREMENT BENEFITS
A. City of San Antonio

In addition to the pension benefits discussed in Note 8, the City provides all their retired employees with certain
health benefits under two postemployment benefit programs. The first program is a health insurance plan which
provides benefits for all non-uniformed City retirees and for all, pre-October 1, 1989, uniformed (fire and police)
retirees. Currently, there are 6,071 active civilian employees who may become eligible in the future. Employees
become eligible for the program when they reach eligibility for the TMRS Pension Plan, discussed in Note 8. At
September 30, 1999, there were 1,296 retirees participating in the program which covers eligible expenses at eighty
percent after a deductible of $200 (single)/$400 (family) for non-Medicare and $125/$250 for Medicare retirees. The
cost of the program is reviewed annually, and actuarially determined costs of medical claims are funded jointly by
the City and retirees on a pay as you go basis shared on a 67% City - 33% retiree cost allocation. Please note that the
number of employees, retirees, and deductible amounts in this paragraph are not expressed in thousands. For
retirees, total expenses for the year were $4,602. For the year ended September 30, 1999, total contributions were as
follows:

City S 2,139
Employees 1.109
TOTAL : £ 3248

The second postemployment benefit program of the City provides retirement health care benefits for eligible Fire and
Police Retirees, in accordance with provisions established by contract with the local Fire and Police Unions. Activity
for this program had previously been reported in the Self-Insurance Internal Service Fund. Pursuant to the passage of
Senate Bill 1568, the Fire and Police Retiree Health Care Fund, a separate and distinct statutory trust, was created for
this program and equity was transferred from the City to the new trust in fiscal year 1998. For additional details on
the transfer, see Note 16, Equity Transfer.

The benefits of this plan are financed on a pay-as-you-go basis. The City currently makes contributions on behalf of
3,188 active Firemen and Policemen who may be eligible for benefits under this plan in the future. The benefits of
the plan are not availabie until the employee has completed twenty years of service and the plan is currenily
providing benefits to 584 eligible retirees. The Program reimburses 80 percent of the amount of eligible claims for
standard medical costs and 100 percent for hospitalization costs incurred by the retiree and their eligible dependents.
Based on the Fire and Police contracts, the City contributed 9.4 % of base pay plus longevity for active Fire and
Police employees. Please note the number of firemen and policemen, retirees, and City monthly contribution rates in
this paragraph are not expressed in thousands. For the year ended September 30, 1999, total expenses for retired
employees was $3,255 and total contributions were as follows:

City $ 13,293
Employees 171
TOTAL . 3 13.464

B. City Public Service (CPS)

CPS provides certain health care and life insurance benefits for retired employees. Most former CPS employees are
eligible for these benefits upon retirement from CPS. Plan assets are held as part of CPS' Group Health and Life
Plans and funding is from both participant and employer contributions determined by annual actuarial and in-house
calculations. Retired employees contribute to the health plan in varying amounts depending upon an equity formula
that considers age and years of service. The Plans may be amended by CPS, acting by and through the General
Manager of CPS. The annual cost of retiree health care and life insurance benefits funded by CPS is recognized as

(amounts are expressed in thousands)
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9. POSTEMPLOYMENT RETIREMENT BENEFITS (Continued)
B. City Public Service (CPS) (Continued)

an expense of CPS as employer contributions are made to the programs. These costs approximated $2,300 for 1999.
CPS contributed $200 to the Health Plan and $10 to the Life Plan to cover costs associated with the Voluntary Early
Retirement Program offered to its executives during 1998. CPS reimbursed $45.50 per month for Medicare
supplement for certain retirees and their spouses enrolled in Medicare Part B.

Retired employees and covered dependents contributed $928 for their health care and life insurance benefits in fiscal
year 1999. There were approximately 1,875 retirees and covered dependents eligible for health care and life
insurance benefits. Please note the number of retirees is not stated in thousands.

In view of the potential economic significance of these benefits, CPS has reviewed the present value of the
postemployment benefit obligations for current retirees. The January 1, 1998 valuations are $42,700 for heaith and
$14,600 for life insurance benefits. The actuarial analysis of the present value of postemployment benefit obligations
for other participants fully eligible for benefits are estimated to be $25,300 for health, $4,400 for life insurance, and
$2,000 for disability benefits. CPS began partial accrual and funding of projected future benefits in 1992. Funding
totaled $5,200 in 1999, $5,400 in 1998, $5,000 in 1997, $7,000 in 1996, and $5,000 per year in 1995, 1994, and
1993. For the health care plan, the actuarial cost method used fs the Projected Unit Credit Actuarial Cost Method.
For the life insurance and disability plans, CPS uses a present value method to determine the cost of benefits.

Significant actuarial assumptions used in the calculations for the January 1, 1998 actuarial valuations include (a) a
rate of return on the investment of present and future assets of 8.5 % per year for the health and life plans and 7 %
per year for the disability, (b) projected salary increases for the plans ranging from 3.3 % to 12.0 % depending on age
for base and other salaries, and (c) medical cost increases projected at 7 % for 1999 compared to 8 % for 1998.

C. San Antonio Water System (SAWS)

SAWS provides certain health care and life insurance benefits for retired employees. Substantially all fuli-time
employees who retire from SAWS may become eligible for those benefits. On May 31, 1999, there were 272 retirees
with life insurance and 296 retirees with medical coverage. Please note the numbers of retirees is not stated in
thousands.

SAWS provides medical and life insurance for retirees and recognizes the cost of providing these benefits on a pay-
as-you-go basis by expensing the annual insurance. For the year ending May 31, 1999, premiums for medical
insurance and life insurance amounted to $1,234 and $33, respectively. Those and similar benefits for active
employees are provided through insurance companies.

10. JOINT OPERATIONS

CPS South Texas Project (STP}
CPS is one of four participants in the STP, which consists of two 1,250-megawatt nuclear generating units in
Matagorda County, Texas. The other participants in the project are Reliant Energy, formerly known as HL&P,
Central Power and Light Company (CPL), and the City of Austin (Austin). In-service dates for STP were August
1988 for Unit 1 and June 1989 for Unit 2. CPS’ 28% ownership in the STP represents 700 megawatts of plant

capacity. At January 31, 1999, CPS® investment in the STP utility plant was approximately $1,700,000, net of
accumulated depreciation.

(amounts are expressed in thousands)
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10. JOINT OPERATIONS (Continued)
I Proj STPL.(Couti

Effective November 17, 1997 the Participation Agreement among the owners of STP was Amended and Restated
and the STP Nuclear Operating Company, a Texas non-profit non-member corporation created by the participants,
assumed responsibility as the licensed operator of STP. The participants share costs in proportion to ownership
interests, including all liabilities and expenses of STP Nuclear Operating Company.

11. COMMITMENTS AND CONTINGENCIES
A. City of San Antonio
Grants

The City has received significant financial assistance from federal and state agencies in the form of grants. The
disbursement of funds received under these programs generally requires cornpliance with terms and conditions
specified in the grant agreements, and is subject to audit by the grantor agencies. Any disallowed claims resulting
from such audits could become a liability of the General Fund or other applicable funds. However, in the opinion of
management, liabilities resulting from disallowed claims, if any, will not have a materially adverse effect on the
City's financial position at September 30, 1999. Grants awarded by federal, state and other governmental agencies
but not yet eamed nor received in cash as of September 30, 1999 were $126,175.

from City Publi .
The Trust Indenture of City Public Service provides for payments to the City up to 14% of CPS’ gross revenues, as

defined, to be paid or provided to the City. For the year ended September 30, 1999, the City recorded as revenue
from CPS $145,171 in the General Fund.

Capital Improvement Program
The City will be undertaking various capital improvements to its airport system during fiscal year 2000. The
estimated cost of these improvements is $19,227. Approximately $3,330 of the total will be funded by federal
grants.

Revenue from San Antonio Water System

City ordinance No. 75686 provides for payments to the City up to 2.7% of SAWS’ gross revenues, as defined, to be
paid or provided to the City. For the year ended September 30, 1999, the City recorded as revenue from SAWS
$4,785 in the General Fund and $14,245 in the Stormwater Fund.

(amounts are expressed in thousands)
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11. COMMITMENTS AND CONTINGENCIES (Coatinued)
A. City of San Antonio (Continued)

The City is involved in various lawsuits related to alleged personal and property damages, wrongful death, breach of
contract, various claims from contractors for additional amounts under construction contracts, property tax

enviror I matters, class action and promotional practices, and discrimination cases. The Office of
the City Attorney estimates the probable liability for these suits will approximate $18,500. The estimated liability,
including an estimate of incurred but not reported claims, is recorded in the Insurance Reserve Fund. The City
makes significant estimates in determining the amounts of unsettled claims under its self-insurance program and
believes that the self-insurance reserves recorded in the Self-Insurance Funds are adequate to cover losses for which
the City may be liable. It is not determinable whether additional claims or revisions to estimates required for
settlement on existing claims could have a material effect on the general purpose financial statements.

In June 1996, the Sierra Club filed a lawsuit against thirteen large users of water from the Edwards Aquifer, which
included the City of San Antonio. Sierra Club sought temporary and permanent injunctive relief to limit the amounts
of water withdrawn from the Edwards Aquifer in order to protect endangered species. In addition, Sierra Club
sought injunctive relief against federal agencies to require the agencies to consult with the Fish & Wildlife Service
before conducting any further activities in the Edwards Aquifer region.

In August 1996, the District Court granted Sierra Club’s request for temporary injunction. The City appealed the
District Court’s decision arguing that the District Court should abstain from acting and allow the legisiatively created
Edwards Aquifer Authority to manage groundwater usage. The Fifth Circuit reversed the District Court’s decision
and remanded the case for further proceedings. Sierra Club filed a Writ of Certiorari to the United States Supreme
Court, which was denied in January, 1998.

Although the decision of the Fifth Circuit does not dispose of the entire claim of the Sierra Club, it does control
further action in this case and creates a substantial obstacle to the Sierra Club’s request for permanent injunctive
relief.

The City has filed five lawsuits against adjoining property owners and/or business operators to recover rents and to
settle ownership of portions of the San Antonio River Walk. Four of the adjoining landowners have previously
executed leases, acknowledging City ownership of the property. However, in the early 1990’s, these property
owners disputed the City’s ownership, ceased making rental payments, and did not renew their leases.

The City continues to contest these cases and anticipates a trial setting in the Fall of 2000. Although there are some
uncertainties in fact and law, the City believes a favorable outcome is reasonably probable. Back-rentals are
estimated at $700. In the event of an unfavorable result, however, the City may suffer a loss of the back rentals in the
same range, plus attomey’s fees, and may also be required to refund certain rentals of other business owners.

Arbitrage
The City has issued certain tax-exempt obligations that are subject to Internal Revenue Service (IRS) arbitrage
regulations. Non-compliance with these regulations, which pertain to the utilization and investment of proceeds, can
resuit in penalties including the loss of the tax-exempt status of the applicable obligations retroactive to the date of
original 1ssuance. In addition, the IRS requires that interest income eamed on proceeds in excess of the arbitrage rate
on applicable obligations be rebated to the federal government. The City monitors its bond proceeds in relation to
arbitrage regulations, and “arbitrage rebate” is estimated and recorded in the respective City funds.

(amounts are expressed in thousands)
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1. COMMITMENTS AND CONTINGENCIES (Continued)

A. City of San Antonio (Continued)
. Conti

Such bond issues which are subject to arbitrace regulations may be selected for compliance review and audits by the
IRS. The IRS has initiated an “expanded compliance program™ for tax-exempt bonds. As part of this program, the
IRS has selected the $615,527 Water System Revenue Refunding Bonds 1992 bond issue for examination. The
examination is intended to verify that the specified bonds meet the requirements established in the Internal Revenue
Code for tax-exempt bonds.

In a letter dated November 16, 1999, the IRS informed the City that it had “suspended work™ on the examination of
the 1992 Bond Issue.

The possibility for any future audits or reviews is not determinable.

: . . i

During fiscal years 1995 and 1996, a proposed resolution of audit findings resulting from an Office of the Inspector
General, Department of Transportation report dated April 26, 1993 which disallowed $2,040 of Aviation Fund
expenses, was submitted to the Federal Aviation Administration (FAA). Resolution provided that disallowed
indirect cost and ground transportation charges for fiscal years 1991 through 1994 in the total amount of $2,040 were
to be repaid by applying “indirect cost credits’’ over the next three fiscal years to the disallowed amounts. The FAA
agreed to allow the City to develop a new indirect cost plan, in accordance with applicable rules and regulations, and
apply the difference between the new indirect cost rate and the old rate as “indirect cost credits” against the
disallowed amount.

Accordingly, in August 1996, the City engaged a consultant to develop a City-wide cost allocation plan for the fiscal
year ended September 30, 1995. The fiscal year 1995 cost allocation plan was completed and forwarded to the
City’s respective federal cognizant agency for review and approval. The cognizant agency declined review of the
cost allocation plan and in July 1996, at the request of the FAA, a copy of the plan was forwarded to the FAA. In
August 1998, the FAA requested additional information regarding certain costs included in the plan and the
information was forwarded to the FAA in October 1998.

Upon review of the City-wide cost allocation plan and the additional information submitted by the City, the FAA
accepted the allocation methodology for fiscal year 1995 and approved the methodology for use in restating indirect
costs for fiscal years 1993 and 1994. This resulted in a cumulative indirect cost credit in the amount of $366 for
fiscal years 1993, 1994 and 1995 and resulted in a remaining amount of $1,674 in disallowed Aviation Fund
expenses. Additionally, the City has agreed to resolve the remaining disallowed Aviation Fund expenditures of
$1,674 by September 30, 2001. This will be achieved through a combination of approved-indirect cost credits for
fiscal years 1996 through 1999, credits for previously unreimbursed in-kind services provided to the Airport System
during the past six years, and a cash payment for any amount remaining after the application of indirect cost credits
and credits for in-kind services.

Landfill Postclosure Care Costs
in October 1993, the City Council approved closure of the Nelson Gardens Landfill which effective immediately
stopped accepting solid waste. Subsequent to landfill closure, Federal and State laws required the City to incur

certain postclosure care costs over a period of thirty years. As of September 30, {994, the City estimated these costs
for postciosure of the Nelson Gardens Landfill at $3,800. The estimate was based on estimated costs for installation

(amounts are expressed in thousands)
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11. COMMITMENTS AND CONTINGENCIES (Continued)
A. City of San Antonio (Continued)
Landfill Postclosure Carg Costs (Continued)

of a leachate and groundwater collection system, installation of a methane recovery system, and monitoring and
maintaining the facility for a thirty year period. In accordance with GASB Statement No. 18, “Accounting for
Municipal Solid Waste Landfill Closure and Postclosure Care Costs”, the estimated postclosure cost of $3,800 for
the Nelson Gardens Landfill was recorded as a liability and expensed in the Solid Waste Enterprise Fund in fiscal
year 1994,

The fiscal year 1996 annual re-evaluation of the estimated liability for postclosure care costs for the Nelson Gardens
Landfill resulted in a reduction in the amount of $1,975. This reduction was due to the approval during fiscal year
1996 of an amended and restated landfill gas lease and operating agreement which authorized a private company to
instail and operate a methane recovery system at the Nelson Gardens Landfill. The estimated cost for the installation
of the methane recovery system had been included in the City’s initial estimated postclosure cost liability recorded in
fiscal year 1994. Therefore, as these installation costs for a methane recovery system would no longer be incurred by
the City, the postclosure care liability was reduced by $1,975 in fiscal year 1996.

The annual re-evaluation conducted for the fiscal year ended September 30, 1999 resulted in no change to the
estimated postclosure care liability for the Nelson Gardens Landfill. As such, the remaining postclosure care liability
reported in the Solid Waste Enterprise Fund was $1,194 as of September 30, 1999. This liability is funded by the
City on an annual basis with appropriations through the City's budget process.

INRCC Financi

The City is required under the provision of the Texas Administrative Code to provide financial assurance to the
Texas Natural Resource Conservation Commission (TNRCC) related to the closure of municipal solid waste
operations including, but not limited to, storage, collection, handling, transportation, processing, and disposal of
municipal solid waste. As such, financial assurance is required to ensure that funds are available, when needed, to
meet costs associated with the closure of the City’s North East Transfer Station. Additionally, financial assurance is
required to demonstrate financial responsibility for underground storage petroleum facilities. As of September 30,
1999, the City does not anticipate closure of the transfer station and has estimated closure costs at $109. Based on
the number of underground petroleum storage tanks, the City is required to provide $1,000 of financial assurance
related to the underground storage facilities.

! Soil R -

The City has taken an aggressive approach to dealing with environmental issues resulting from the construction of
the Alamodome, a multi-purpose domed facility. It is working in conjunction with the Texas Natural Resources
Conservation Commission (TNRCC) on the continued development and implementation of a remediation plan which
addresses both on and off-site locations which may contain contaminated soil. As of September 30, 1999, the City
has expended approximately $12,283 related to Alamodome soil remediation efforts, inclusive of the supplemental
environmental projects, and estimates the remaining cost for soil remediation to be approximately $1,600.

In January 1996, TNRCC issued its Executive Director’s Preliminary Report assessing a penalty against the City and

V1A Metropolitan Transit (VIA) along with certain technical recommendations for alleged violations in the handling
of contaminated soils at the Alamodome site.

(amounts are expressed in thousands)
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11. COMMITMENTS AND CONTINGENCIES (Continued)
A. City of San Antonio (Continued)

The City to date has completed the Supplemental Environmental Projects as identified in the Agreed Order and have
received acceptance by the TNRCC on this portion of the Order. Additionally, eight of the ten sites which require
remedial activity under the Agreed Order have been completed and have received closure letters from the TNRCC.
The remaining two sites are in the process of civil and environmental engineering design for development and
implementation to achieve remediation and closure by the TNRCC.

B. CPS

Nuclear Insurance

The Price-Anderson Act, a comprehensive statutory arrangement providing limitations on nuclear liability and
govemmental indemnities, is in effect until August 1, 2002. The limit of liability under the Price-Anderson Act for
licensees of nuclear power plants is $9,602,000 per incident. The maximum amount that each licensee may be
assessed following a nuclear incident at any insured facility is $83,900 (amount may be adjusted for inflation) for
each licensed reactor, payable at $10,000 per year per reactor for each nuclear incident. CPS and each of the other
participants of STP are subject to such assessments, and all participants have agreed that any such assessments will
be bome on the basis of their respective ownership interests in STP. CPS’ ownership interest in STP is 28%. For
purposes of these assessments, STP has two licensed reactors. The participants have purchased the maximum limits
of nuclear liability insurance, as required by law, and have executed indemnification agreements with the NRC, in
accordance with the financial protection requirements of the Price-Anderson Act.

A Master Worker Nuclear Liability policy, with a maximum limit of $400,000 for the nuclear industry as a whole,
provides protection from nuclear-related claims of workers employed in the nuclear industry after January 1, 1988,
who do not use the workers' compensation system as sole remedy and bring suit against another party.

NRC regulations require licensees of nuclear power plants to obtain on-site property damage insurance in a minimum
amount of $1,060,000. NRC regulations also require that the proceeds from this insurance be used first to ensure that
the licensed reactor is in a safe and stable condition so as to prevent any significant risk to the public health or safety,
and then to complete any decontamination operations that may be ordered by the NRC. Any funds remaining would
then be available for covering direct losses to property.

The owners of STP currently maintain $2,750,000 of nuclear property insurance, which is above the legally required
amount of $1,060,000, but is less that the total amount available for such losses. The $2,750,000 of nuclear property
insurance is composed of $500,000 for primary property damage insurance and $2,250,000 of excess property
damage insurance, both subject to a retrospective assessment being paid by each electric utility which is a member of
Nuclear Electric Insurance Limited (NEIL). In the event that property losses as a result of an accident at the nuclear
plant of any utility insured by NEIL exceed the accumulated funds available to NEIL, a retrospective assessment
could occur. The maximum aggregate assessment under current policies for both primary and excess property
damage insurance is $16,500 during any one policy year.

(amounts are expressed in thousands)
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11. COMMITMENTS AND CONTINGENCIES (Coatinued)
B. CPS (Continued)

In July 1990, CPS, together with the other owners of the STP, filed with the NRC a certificate of financial assurance
for the decommissioning of the nuclear power plant. The certificate assures that CPS will meet the minimum
decommissioning funding requirements mandated by the NRC. The STP owners agreed in the financial assurance
plan that their estimate of decommissioning costs would be reviewed and updated periodically. In 1994, the owners
conducted a review of decommissioning costs. The results estimated CPS’ share of decommissioning costs at
approximately $270,000 in 1994 dollars, which also exceeded NRC minimurm requirements.

In 1991, CPS started accumnulating the decommissioning funds in an external trust, in accordance with the NRC’s
regulations. Effective with the fiscal year ending January 31, 1999, the Decommissioning Trust Assets and related
liabilities are included CPS’ financial statements as a component unit. The assets and liabilities of the prior period
have been restated accordingly. At January 31, 1999, CPS has accumulated approximately $89,500 in
decommissioning funds in the external trust. Based on the annual calculation of financial assurance required by the
NRC, CPS’ trust balance exceeded the calculated financial assurance amount of $45,800 at December 31, 1998.
Based upon the 1994 decommissioning cost study, the annual levelized funding into the trust of $8,800 for 1999 was
expensed by CPS.

Other

Purchase and construction commitments amounted to approximately $1,300,000 at January 31, 1999. This amount
inctudes approximately $660,000 that is expected to be paid for natural gas purchases to be made under the contract
currently in effect through the year 2002; the actual amount to be paid will be dependent upon CPS’ actual
requirements during the contract period and the price of gas. Commitments also include $75,000 for pipeline quality
gas to be produced from the City of San Antonio “Nelson Gardens™ landfill under the contract which is currently in
effect through the year 2017. Also included is $19,000 for coal purchases through 2000, $150,000 for coal
transportation through 2004, and $10,000 for treated cooling water through 2005, based upon the minimum firm
commitment under these contracts. Additional purchase commitments at January 31, 1999 which are related to STP
include approximately $79,100 for raw uranium and associated fabrication and conversion services. This amount
represents services that will be needed for future refuelings during the next two fiscal years.

The Public Utility Commission (PUC) of Texas has promulgated new rules designed to comply with legislative
changes affecting the utility industry. The Transmission Pricing and Access Rule (Rule) mandates that electric
utilities charge customers for wholesale open transmission access according to a formula based 70 percent on a single
state-wide fee and 30 percent on the calculated economic impact of open access on each electric utility in Texas.
This rate structure potentially will cost CPS $15,000 per year in additional transmission costs that will effectively
subsidize competing utilities with higher transmission costs. The PUC’s Rule includes a rate-moderation plan that
will minimize the impact of the new pricing mechanism for the first three years that the Rule is in effect. Under this
plan, CPS’ costs for calendar year 1998 would be 20 percent of the total cost mentioned above; costs for 1999 would
be 30 percent of the above cost, respectively. The total amount of $2,100 recorded in the 1999 financial statements
includes an estimated amount for January 1999. CPS has petitioned the PUC to amend the Rule and has challenged
the Rule’s validity in State District Court. CPS has also filed an appeal from the PUC’s determination as to the level
of transmission costs CPS may recover under the PUC’s Rule. CPS is currently appealing the State District Court’s
opinion upholding the Rule’s validity. The case challenging the level of transmission cost that may be recovered is
set for hearing before a State District Judge in May 1999.

The ultimate effect of the Rule and other developments in the restructuring of the electric industry is unknown at this

time. CPS is continuously monitoring developments as it positions itself to maximize potential benefits and mitigate
demrimental effects where possible.

(amounts are expressed in thousands)
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11. COMMITMENTS AND CONTINGENCIES (Continued)

B. CPS (Continued)

Additionally, in the normal course of business, CPS is involved in other legal proceedings related to alleged personal
and property damages, breach of contract, condemnation appeals and discrimination cases. Also, CPS power
generation activities and other utility operations are subject to extensive state and federal environmental regulation.
In the opinion of management of CPS, the outcome of such proceedings will not have a material adverse effect on
the financial position or results of operations of CPS.

CPS is exposed to various risks of loss including those related to torts, theft or destruction of assets, errors and
omissions, and natural disasters. CPS purchases commercial liability and property insurance coverages to provide
protection in event of large/catastrophic claims. CPS performs actuarial studies periodically to determine its liability
for insurance reserves. An actuarial study was last performed in 1994. In addition, CPS is exposed to risks of loss
due to death, injuries to, and illness of its employees. CPS makes payments to extemal trusts to cover the claims
under the related plans. At January 31, 1999, CPS has accumulated approximately $111,400 of funds in these
external trusts. The trust accounts and related claims liabilities are not included in CPS’ financial statements. CPS
has recorded $12,000 of expense related to these plans for the year ended January 31, 1999.

C. SAWS
QOther
SAWS is committed under various contracts for completion of construction or acquisition of utility plants totaling

approximately $149,700 as of May 31, 1999. Funding of this amount will come from available revenues of SAWS,
contributions from developers, and restricted assets.

Litizaii

SAWS is the subject of various claims and litigation which have arisen in the ordinary course of its operations.
Management of SAWS, in consultation with legal counsel, is of the opinion that SAWS" liabilities in these cases, if
decided adversely to SAWS, will not be material.

(The remainder of this page left blank intentionaily)

(amounts are expressed in thousands)
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The City has four enterprise operations which include the Airport System, Parking Facilities, Golf Course System, and Solid Waste System. Segment
information for these operations and the City’s significant discretely presented component units, CPS and SAWS, for the year ended September 30, 1999 is as

follows:
Segment Information
San Anwonio
Airport Golf Caurse Solid Waste Tow! Primery  Gas and Elecric  Waser System
System Parking Facilities System System Government _ System (CPS)' (SAWSY;
Opernating Reverues 3 8757 § 157 8 6458 § 39120 § 88862 $ 1023876 § 180,041
ing Expenses exchusive
of| it 20,183 5071 5178 B2 69444 644,637 100,430
it 1713 7] 602 2% 8577 167.686 44557
ing Income: 8,451 1,854 7 458 10,341 211,58 35,054
Other @421 (708) 264} 746 (4.647) (148,746) (30.319)
Operating Transfers ks (Out) (1,252 (199 Q9%) (1.947) 3.634)
Net Income (Loss) 3 2778 3 951 8 (481} $ [ 2510 § 62807 § 4.735
Total Assets s 291474 § 432§ nos s 19513 3 346327 S 4920277 $ 1535691
Toml Equity 3 165,795 $ 6813 § 5610 § 12898 190536 § 1961174 § 862273
Working Capital 3 5506 S 2637 (284) § s 1660 $ 175,739 § 23,4359
Additions to Fixed Assets 3 18116 3 130§ 49 s 68 S 18943 § 284370 § 18190
Net Capital Contributions $ 344§ 19 s 5526 § 369 3 88719 § s 51,830
ling Revenue H uim s s H 3 U172 $ 2562592 § 490458
Outstanding Bonds and Cextificates of
Obligation s 16985 § 4528 § s 2513 8 $
'Foe the Fiscal Year Ended Jamuary 31, 1999
For the Fiscal Year Ended My 31, 1999
(; are d in th
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13. INSURANCE

A. City of San Antonlo

{ Casualty Liabil

At September 30, 1999, the City has excess insurance coverage through Fireman’s Fund Insurance i
for.ligbility. The blanket policy provides general and auto liabilgi:,y along with police pmfmsciz::lane:rz;ozg
omissions and EMS Medical Malpractice, and Civil Rights and Employee Benefits Liability Coverage. Royal
Lloyds of.T-exas provides property coverage on the City’s building and contents inventory. The City utilizes third
party administrators for the handling of administration, investigation, and adjustment of liability claims.

Oplngnﬁops for claims under these programs are accrued in the City’s Self-Insurance Reserve Fund based on the
City's estimates of the aggregate liability for claims made and claims incurred but not reported, and Departments are
assessed premiums to cover expenditures. In fiscal year 1999, there were no significant reductions in insurance
coverage and claims settlements did not exceed insurance coverage. Claims settlements exceeded insurance
coverage by approximately $1,900 in fiscal year 1998, $1,700 in fiscal year 1997, and no claims settlements
exceeded insurance coverage in fiscal year 1996.

Employee Health Benefits

The City provides its current employees with a comprehensive employee benefit pro including cov
Mcd, dental and life insurance, vision, dependent care reimbursement accounts ;a)ndg::{‘iﬁonal liff i:;u::i: 2::
its employees and their dependents. The City’s seif-insured medical programs are provided to all City employees
Obligations for benefits are accrued in the City's Self-Insurance Employee Benefits Insurance Fund based upon the;
City's estimates of the aggregate liability for unpaid benefits.

Workers' Compensation

The City self-insures for Workers” Compensation. The City is a member of the Texas Municipal League (TML)
Workers® Compensation Joint Insurance Fund, an unincorporated association of political subdivisions of the State of
Texas. The TML Workers’ Compensation Joint Insurance Fund is not intended to operate as an insurance company,

but rather is intended to be a contracting mechanism which the City as a member utilizes to administer sclf-insmancc‘
w9rkus’ compensation benefits to its employees for claims that occurred prior to September 30, 1986. The City also
utilizes third party administrators for the handling of administration, investigation, and adjustment of workers’
compensation claims that occurred after October 1, 1986. All loss contingencies, including claims incurred but not
reported, if any, are recorded in the City's Self-Insurance Workers' Compensation Fund and Departments are
assessed premiums to cover expenditures. As of September 30, 1999, the City has excess: workers’ compensation
coverage through the General Reinsurance Corporation.

Unemployment Compensation Program
The Unemployment Comgcnsatiqn Program of the Self-Insurance Fund provides a central account for payment of
unemployment compensation claims. As of the fiscal year end, claims were being administered internally by the

City and are paid to the Texas Workforce Commission on a reimbursement basis. Al costs incurred are recorded on
a claims paid basis.

(amounts are expressed in thousands)
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13, INSURANCE (Continued)

A. City of San Antonio (Continued)
Extended Sick Leave Program
The Extended Sick Leave Program of the Self-Insurance Fund is used to pay benefits associated with the City's

employee long-term disability plan. Benefits are administered by the City. Actual costs are incurred when extended
leave is taken.

Employee Weliness Program

The Self-Insurance Employee Wellness Program Fund is used to account for revenues and operating expenses of the
City Occupational Health Clinic operated by the San Antonio Metropolitan Health District. The clinic’s operation is
supported by transfers from the Workers' Compensation Fund and the Employee Health Benefits Fund as expenses
are incurred. In fiscal year 1999, the Employee Assistance Program was established to offer City employees short
term mental health, marital, and financial counseling, as well as substance abuse intake and assessment. The
Program was funded by a transfer from the Workers’ Compensation Fund.

Claims Liability

The liability for the Employee Benefits Fund is based on the estimated aggregate amount outstanding at the balance
sheet date for unpaid benefits. Liabilities for the Insurance Reserve and Workers’ Compensation Funds are reported
when it is probable that a loss has occurred as of the balance sheet date and the amount of the loss can be reasonably
estimated. These liabilities include allocable loss adjustment expenses, specific incremental claim adjustment
expenses such as the cost of outside legal counsel, and a provision for claims which have been incurred but not
reported (IBNR). Unallocated claim adjustment expenses have not been included in the calculation of the
outstanding claims liability as management of the City feels it would not be practical or cost beneficial. In addition,
based on the difficulty in determining a basis for estimating potential recoveries and the immateriality of prior
amounts, no provision for subrogation or salvage has been included in the calculation of the claims liability. The
claims lability reported in the accompanying financial statements for the Insurance Reserve and Workers’
Compensation Funds is based on a discounted rate of 5.5% in anticipation of future investment eamings.

The following is a summary of changes in claims liability for the City's Insurance Reserve, Employee Benefits, and
Workers’ Compensation Programs for the year ended September 30, 1999:

Schedule of Changes In Claims Liability
Liability Liability
. Balance Claims & Claims Balance
Fund October 1, Adj P. September 30,

Insurance Reserve
Fiscal Year 1998 H 16,531 H 4,569 s (4,569) $ 16,531
Fiscal Year 1999 16,531 8,416 (6,416) 18,531
Employee Benefits
Fiscal Year 1998 5 3415 s 21,7717 s QL7 s 3415
Fiscal Year 1999 3415 23,968 (23,968) 3415
W .
Fiscal Year 1998 H 14,532 s 6,685 $ (6,685) S 14,532
Fiscal Year 1999 14,532 7,245 (1.245) 14,532

(amounts are expressed in thousands)
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13. INSURANCE (Continued)

B. CPS

CPS is exposed to various risks of loss including those related to torts, theft or destruction

S is ) y of assets, emors and
omnssnt?ns,'and naturat disasters. CPS purchases commercial liability and property insurance coverages to pm:i:lle
protection in event of large/catastrophic claims. CPS performs actuarial studies periodically to determine its liability
for insurance reserves. An actuarial study was last performed in 1994.

In addition, CPS is exposed to risks of loss due to death, and injuries to, or illness of, its employees. CPS makes
payments to external trusts to cover the claims under the related plans. At January 31, 1999 and 1998, CPS has
accumulated approximately $111,400 and $93,400, respectively, in these external trusts. The trust acc‘ounts and
related claims liabilities are not included in CPS’ financial statements. CPS has recorded $12,000 of expense related
to these plans for the year ended January 31, 1999 and $13,500 for the year ended January 31,’1998.

T.wo new property insy@cc allowances were established in January 1999 related to landfill closure and to the
dismantling and remediation of two older gas powered units. Closure and postclosure costs were estimated for the
Class I non-hazardous waste landfill in accordance with EPA regulations.

The allowance for the disxpamling and remediation of the two units was established to provide for estimated costs of
$5,2_09 for these two units which are no longer operable and will never again be used to generate electricity.
Additional c!eprecnatlon expense of $5,200 was recorded for this. Based upon the guidance of GASB Statement No.
.lO, Acczznng and Financial Reporting for Risk Financing and Related Insurance Issues, the following information
is provided regarding the changes in the insurance reserves for property, and employee and public liabili i

the years ended January 31, 1999 and 1998: i public iebilty claims for

Schedule of Changes In Claims Liability
Liability Liability
Balance Claims & Claims Balance
Fund February I, Adj Pay January 31,

Property Insumnce
Fiscal Year 1998 s 4,480 3 304 H (104) s 4,680
Fiscal Year 1999 4.680 5612 (40) 10252
Claims
Fiscal Year 1998 $ 2,756 s 4,228 1 (3,615) 1 3,369
Fiscal Year 1999 3,369 2,193 (2,022) 3:540

(The remainder of this page left blank intentionally)

(amounts are expressed in thousands)
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13. INSURANCE (Continued)
C. SAWS

Risk Management

SAW§ is cxposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. ’

SAWS is sclf administered and self-insured for the first $300 of each worker's compensatiol

!iability, automobile liability and public official’s liability claim whereby any claim which I::osafltde:tz::gdzr g: cs:lié
insured retention limit would be covered through SAWS’ comprehensive insurance program. For the fiscal year
end.ed May 31, 1999, there were no reductions in insurance coverage from the previous year. There were no claims
which ‘ d the self-i d retention limit for the fiscal year ended May 31, 1999. Settled claims have not
exceeded the insurance coverage in any of the three prior fiscal years.

SAWS” had recorded a liability in the amount of $3,652 as of May 31, 1999, which is iabili

) Fecorded bility X R , reported as a current liability.
Th; claims habl!lty, mcludmg incurred but not reported claims, is based on the estimated ultimate cost of seu;in; ltgc
claims. The claims .hablhty includes medical and rehabilitation costs, which are considered incremental adjustment
expenses. Changes in the liability amount for the last two fiscal years were:

Schedules of Changes In Claims Liability

Balance at
Year B;ms:'r Claims & Claims ::E‘:?Cgfn
Ended May 31, Liability Adj Payments Liabil.i:;"
1998 s 5,664 s {500) H (1,306) H 3,858
1999 : 3,858 1,436 (1,642) 3,652

(The remainder of this page left blank intentionally)
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14. DEFICITS IN FUND BALANCES / RETAINED EARNINGS
Special Revenue Funds

A deficit fund balance at year end is reported in the Community Development Program (Special Revenue Fund) in
the amount of $234. The deficit is attributable to a project for which reprogramming of Community Development
Block Grant funds will occur subsequent to ye r end. Upon reprogramming of funds, the deficit fund balance will be
fully funded.

Following is a reconciliation of the deficit fund balance disclosed above to total Special Revenue Fund Equity
reported in the Combined Balance Sheet as of September 30, 1999:

Budgeted on an annual basis - Fund Balances $ 59,682
Budgeted on a project basis - Fund Balances
Categorical Grant-in Aid $ 3,085
HUD 108 Loan Program 1,01t
Community Development Program (234
Total budgeted on a project basis - Fund Balanc 3,862
Blended Component Units : 24

Total Special Revenue Fund Equity §_ 63568

Enterprise Funds

As of September 30, 1999 a deficit retained eamings is reported in the Golf Course System Fund in the amount of
$515. This deficit is attributable to a general decline in revenues over the past several years due to increased
competition by the private sector and extreme weather patterns. In addition, increased labor and equipment costs
have contributed to this deficit. The City’s Organizational Review Division within the Budget and Employee
Services Department has conducted a performance review of the Parks and Recreation Department’s Golf Operations
Division to address these issues. The results of this review were presented to Council in May 1999 along with
recommendations which would increase revenues and improve the quality of the municipal courses. These
recommendations included fee increases, debt restructuring, and capital improvements to the fairways, clubhouse,
and restroom facilities. Included in these capital improvements is a reservation system accessible twenty-four hours
a day and upgrades to the computer systems. In addition, six golf professionals were added to the City golf staff in
order to improve operations at each course.

Following is a reconciliation of the deficit retained eamings disclosed above to total Enterprise Fund Equity reported
in the Combined Balance Sheet as of September 30, 1999:

Airport System - Retained Eamings S 86451
Parking Facilities - Retained Earnings 6,642
Golf Course System Retained Earnings (515)
Solid Waste System - Retained Eamings 9199

Total Enterprise Fund - Retained Eamings $ 101,777
Enterprise Fund - Contributed Capital __ 88759
Total Enterprise Fund Equity S 190,536

(amounts are expressed in thousands)
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14. DEFICITS IN FUND BALANCES / RETAINED EARNINGS (Coutinued)

Internal Service Funds

A deficit retained camings at year end is reported in the Information Services Fund (Internal Service) in the amount
of $4,500. This deficit is attributable to depreciating contributed equipment, while not depreciating or amortizing the
offsetting Contributed Capital in the rescrve for equipment renewal and replacement component of retained earnings.

Following is a reconciliation of the deficit retained camnings disclosed above to total Internal Service Fund Equity

reported in the Combined Balance Sheet as of September 30, 1999:

Other Intemnal Services - Retained Eamings
Information Services
Self Insurance Programs - Retained Eamings
Insurance Reserve Fund
Employee Benefits Fund
Worker’s Compensation Program
Other Self-Insurance Programs
Total Self-Insurance Program - Retained Eamings

Internal Service Fund - Contributed Capital

Total Intenal Service Fund Equity

$ 4504
3,927
7,785
187

(The remainder of this page left blank intentionally)

(amounts are expressed in thousands)

$ 25987
(4,500)

16,403
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15. CONTRIBUTED CAPITAL

Activity for the year ended September 30, 1999, related to contributed capital is as follows:

Proprietary Fund Type Coutributed Capital
Tol
Primary Towl Gas =t Sen Ansonio
Parking Golf Course  Solid Wasie Government Internal Primary Electric Sysem  Water System.
System Facilities Syswem System Enterprise Funds Service Govermment (CPSY (SAWSY
Contributed Capital, October | H 4541 S 1% s 5526 3 3699 $ 8395 36925 § 120381 § o § 545393
itios
Local Government 201 201
Federal 6,445 6,445 6,445
Customers 25937
Intergovermmmental
Deductions -
ization of Federalty
Contributed Fixed Assets (1.642) {1.642) (1.642)
Comributed Capital. September 30 3 79344 3 190§ 3526 $ 3699 § 88,759 S 37126 $ 125885 § 0 $ 571,830
"For the fiscal year ended January 31, 1999
For the fiscal year ended May 31, 1999

(The remainder of this page left biank intentionaily)

(amounts are expressed in thousands)
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16. EQUITY TRANSFER
Ei { Police Retiree Health Care F

The City of San Antonio Firefighters' and Police Officers’ Retiree Prefunded Group Health Plan was created in
October 1989 in accordance with the provisions of the City's contracts with the local fire and police unions,
respectively, to provide postemployment healthcare benefits to uniformed employees who retired on or after October
1, 1989. The City administered the operations and managed the investment portfolio for the Plan. Activity for the
Plan was accounted for and reported in the Scif-Insurance Internal Service Fund.

Pursuant to the passage of Senate Bill 1568 in 1997, a separate and distinct statutory trust, the Fire and Police Retiree
Health Carc Fund (“Health Fund™), was created to provide the postemployment healthcare benefits for eligible
uniformed employees of the City. The management of the investment portfolio as well as certain other
administrative functions were transferred to the Health Fund'’s newly created Board of Trustees. The City continues
to administer the operations of the Health Fund in accordance with the Board’s direction and the City’s respective
collective bargaining agreements with the local fire and police unions.

Consequently, in fiscal year 1998, the City transferred equity in the amount of $34,951 from its Self-Insurance
Internal Service Fund to the Health Fund. The transfer is reported as a “Residual Equity Transfer OQut” of the Self-
Insurance Intemal Service Fund and a *“Residual Equity Transfer In” to the Health Fund, which is a blended
component unit of the City under the provisions of GASB Statement No. 14.

17. SUBSEQUENT EVENTS
A. City of San Antonio

Fire and Palice Collective Bargaini

The City's collective bargaining agreement with the San Antonio Police Officer’s Association (“SAPOA™) approved
on May 31, 1995 had a term of October 1, 1994 to September 30, 1998. The collective bargaining agreement with
the International Association of Fire Fighters Local 624 (“Local 624™) approved on November 2, 1995 had a term of
January 1, 1995 to September 30, 1998. Both collective bargaining agreements contained an evergreen clause
through September 30, 2008.

Efforts to negotiate new four ycar agreements with the SAPOA and the Local 624 began in May, 1998. .During
fiscal year 1999, negotiations resumed and resulted in the exccution of collective bargaining agreements with both
SAPOA and Local 624. On September 30, 1999, City Council approved a collective bargaining agreement with
Local 624 for a term commencing on September 30, 1999 and terminating on September 30, 2001, with an evergreen
clause through September 30, 2011. The projected fiscal impact of the three-year Agreement is $15,719.
Additionally, on November 23, 1999, City Council approved a collective bargaining agreement with SAPOA for a
term commencing on November 23, 1999 and terminating on September 30, 2002 with an evergreen clause through
September 30, 2012. The projected fiscal impact of the four-ycar Agreement is $43,223.

Sals of Certifi £ Obligati Gencral Obligation Def

On October 26, 1999, Fitch IBCA upgraded its rating on the City of San Antonio’s General Obligation bonds and
Certificates of Obligations to AA+ from AA. Also, Fitch IBCA assigned its AA+ rating to the City’s $12,000
General Obligation Improvement Bonds, Series 1999 and $4,230 Combination Tax and Revenue Cerdﬁcatts.of
Obligation, Series 1999. The rating reflects the continued growth and divessification of the City’s economy, hj_gh
employment levels, as well as the increases in tax base valuations and sales tax receipts, consistently solid ﬁnanc!al
management and operating resuits, and a manageable debt burden. Further support of the City’s solid financial
position is evident by the rating increase from AA to AA+ issued by Standard & Poors in fiscal year 1998.

(amounts are expressed in thousands)
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17. SUBSEQUENT EVENTS (Coatinued)

A, City of San Antonio (Continued)

Sale of Certificates of Obligation and General Obligation Debt (Continued)

A favorable market environment provided the City with the opportunity to take advantage of low interest rates and
issue new money obligations to finance the City’s on-going capital improvement program. On October 28, 1999, the
City Council approved the sale of the following obligations: $12,000 City of San Antonio, Texas General
Improvement Bonds, Series 1999 and $4,230 City of San Antonio, Texas Combination Tax and Revenue Certificates
of Obligation, Series 1999. The citizens of the City of San Antonio approved the authorization for the issuance of
the bonds in the May 1, 1999 bond election. Delivery of the proceeds from the Series 1999 obligations occurred on
November 23, 1999. The proceeds of the General Obligations will be utilized to finance the construction of general
improvements to the City, to include streets and pedestrian ways, drainage, flood control with park improvements,
parks and recreation facilities, library system and public safety. The proceeds of the Centificate of Obligations will
be used for the purpose of providing funds for the payment of contractual obligations incurred to construct, acquire,
equip, renovate, and repair public works and also to acquire land, right-of-ways, and professional services related to
such public works.

Concurrently, with the sale of the 1999 Obligations, the City Council separately approved a General Improvement
Commercial Paper Program which will permit the City to issue commercial paper notes in the aggregate principal

amount not to exceed $50,000 at any time. The Commercial Paper Program will permit the City to sell Commercial
paper from time to time in increments to finance various voter approved projects.

(The remainder of this page left blank intentionally)
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I P T - T
YEAR 200 TATEMENT
CITY OF SAN ANTONIOQ, TEXAS

The City (the primary government) recognizes that the arrival of the year 2000 poses an unprecedented challenge
to the ability of the City’s systems, computers, programs, data files and embedded computer chips to recognize
the date change from December 31, 1999 to January 1, 2000. The City’s efforts towards Year 2000 compliance
have been in progress for several years. The Information Services Department (ISD) established the Year 2000
Project in 1997 in order to minimize the impact of the Year 2000 on the City’s business operations.

The Information Services Department which implements and maintains the City’s enterprise system has
developed a multi-track Year 2000 Plan to identify and remediate systems that cannot accommodate the new
century designation. This plan encompasses critical city wide business functions which are supported by
centralized computer applications running on the City’s mainframe computer and are maintained by professional
computer programmers. The City anticipates completing a majority of the required Year 2000 remediation and
validation utilizing existing programming staff and departmental operating budgets. However, not all critical
City data is stored or processed solely on the mainframe. Numerous files and programs essential to the
operations of the City are maintained on distributed systems and personal computers within City departments. A
Year 2000 Coordinator’s Team was assembled to facilitate’ and monitor Year 2000 compliance regarding
department services, systems, data files and programs (including embedded systems). The team consists of
representatives from each City department and, in cooperation with ISD, is responsible for issues related to the
Year 2000 that affects each of their respective departments. The Year 2000 project directly involves nearly one
hundred City employees and falls into four major components as identified below.

A. Mainframe

An inventory and assessment of the centralized computer applications and operating system components running
on the City’s mainframe was completed in 1997. As part of the Year 2000 project all business functions that
may be impacted by the Year 2000 and the technology supporting those functions were evaluated and prioritized
with regard to Year 2000 remediation. As of September 30, 1999, the City’s mainframe computer is 100% Year
2000 compliant and remediated to correctly process the year 2000 designation. In addition, a separate region has
been established on the mainframe to simulate system operations on December 31, 1999 and later. Testing of
applications in this region will continue into the new calendar year.

B. Distributed Systems

The City’s distributed systems have been evaluated and tested with identified upgrades or replacements
completed. In addition, a network based testing and remediation product has been applied to all City network
personal computers.

C. Embedded Systems

An inventory and assessment of embedded systems was completed in 1998. Manufacturers have been contacted
concerning Year 2000 compliance of embedded systems and letters of assurance have been solicited and are
maintained on file. These include but are not limited to, fire alarms, environmental systems, traffic signal
systems, security systems and network components. Testing of critical components with regard to embedded
systems has been completed.
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YEAR 2000 READINESS STATEMENT
CITY OF SAN ANTONIO, TEXAS
D. Commitments

As of September 30, 1999, no significant commitments existed with regard to the City’s Year 2000 efforts.
Funding for remediation, validation, and testing has been incorporated into the development of departmental
operating budgets for fiscal year 2000 and previous years.

Testing and validation were performed and will continue to be performed for all systems. The Fire dispatching,
Police dispatching, EMS dispatching and Geographical base system, (mission critical systems) were fully
remediated, tested, and validated as of September 30, 1998. Testing of City contingency plans occurred on June
25, 1999, during a city wide Tabletop Y2K exercise involving more than 30 private and public agencies as well
as all City departments. In addition, the results of an independent risk assessment of the City’s Year 2000 project
indicate that the City’s efforts and processes have contributed towards greatly containing Y2K risks.

Because of the unprecedented nature of the Year 2000 issue, its effects and the success of the City’s related
remediation efforts could not be fully determined until January 1, 2000. The City’s remediation efforts and
testing of its systems, computers, programs, and embedded computer chips proved successful upon the date
change from December 31, 1999 to January 1, 2000. To date, no significant issues were encountered by the City
with respect to Year 2000.



CITY OF SAN ANTONIO, TEXAS

REQUIRED SUPPLEMENTARY INFORMATION - (UNAUDITED)
SCHEDULES OF FUNDING PROGRESS

FIRE AND POLICE PENSION PLAN--CITY OF SAN ANTONIO

LAST THREE FISCAL YEARS

UAAL AS A
ACTUARIAL ACTUARIAL ENTRY AGE UNFUNDED ACTUARIAL PERCENTAGE OF
VALUATION VALUE OF ACTUARIAL ACCRUED ACCRUED LIABILITY FUNDED COVERED COVERED
DATE ASSETS LIABILITY (AAL) (UAAL) RATIO PAYROLL PAYROLL
10-01-98 $ 903,555 $ 1,160,023 $ 256,468 78% $ 155,389 165%
10-01-97 808,423 1,092,814 284,391 74% 150,447 189%
10-01-96 702,398 955,083 252,685 74% 138,069 183%
TEXAS MUNICIPAL RETIREMENT SYSTEM--CITY OF SAN ANTONIO
UAAL AS A
ACTUARIAL ACTUARIAL UNIT CREDIT UNFUNDED ACTUARIAL PERCENTAGE OF
VALUATION VALUE OF ACTUARIAL ACCRUED ACCRUED LIABILITY FUNDED COVERED COVERED
DATE ASSETS LIABILITY (AAL) (UAAL) RATIO PAYROLL (1) PAYROLL
12-31-98 $ 343,424 $ 434,544 $ 91,120 79% $ 140,375 65%
12-31-97 325,436 421,858 96,422 77% 132,188 73%
12-31-96 308,433 401,353 92,920 77% 133,102 70%
CITY PUBLIC SERVICE ALL EMPLOYEE PLAN
UAAL AS A
ACTUARIAL ACTUARIAL UNIT CREDIT UNFUNDED ACTUARIAL PERCENTAGE OF
VALUATION VALUE OF ACTUARIAL ACCRUED ACCRUED LIABILITY FUNDED COVERED COVERED
DATE ASSETS LIABILITY (AAL) (UAAL) RATIO PAYROLL PAYROLL
01-01-98 $ 507,600 $ 520,500 $ 12,900 98% $ 129,100 10%
01-01-97 455,600 487,200 31,600 94% 123,800 26%
01-01-96 406,000 455,300 49,300 89% 125,200 39%
NOTES: (1) Abstracted from City payroll records.

()

GASB Statement No. 27 requires the above trend information for a period of three years.

(amounts are expressed in thousands)



SAN ANTONIO WATER SYSTEM - TMRS

CITY OF SAN ANTONIO, TEXAS

REQUIRED SUPPLEMENTARY INFORMATION - (UNAUDITED)

SCHEDULES OF FUNDING PROGRESS

LAST THREE FISCAL YEARS

UAAL AS A
ACTUARIAL ACTUARIAL UNIT CREDIT UNFUNDED ACTUARIAL PERCENTAGE OF
VALUATION VALUE OF ACTUARIAL ACCRUED ACCRUED LIABILITY FUNDED COVERED COVERED
DATE ASSETS LIABILITY (AAL) (UAAL) RATIO PAYROLL PAYROLL
12-31-98 3 37,467 $ 45,608 $ 8,141 82% $ 48,672 17%
12-31-97 33,893 42,640 8,747 79% 45,630 19%
12-31-96 30,798 38,374 7,576 80% 42,663 18%
SAN ANTONIO WATER SYSTEM - PMLIC
UAAL AS A
ACTUARIAL ACTUARIAL ENTRY AGE UNFUNDED ACTUARIAL PERCENTAGE OF
VALUATION VALUE OF ACTUARIAL ACCRUED ACCRUED LIABILITY FUNDED COVERED COVERED
DATE ASSETS LIABILITY (AAL) (UAAL) RATIO PAYROLL PAYROLL
01-01-99 3 23,553 $ 45,391 $ 21,838 52% $ 48,183 45%
01-01-98 22,237 37,123 14,886 60% 43,963 34%
01-01-97 18,645 31,224 12,579 60% 41,394 30%
NOTES: (1) GASB Statement No. 27 requires the above trend information for a period of three years.

(amounts are expressed in thousands)
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APPENDIX D

The information contained in Appendix D consists of the Legal Opinion of McCall, Parkhurst & Horton, L.L.P., San
Antonio, Texas, and Wickliff & Hall, P.C., San Antonio, Texas, Co-Bond Counsel.



MCCALL, PARKHURST & HORTON L.L.P. WICKLIFF & HALL, P.C.

1225 ONE RIVERWALK PLACE 105 8. ST. MARY'S, SUITE 700

SAN ANTONIO, TEXAS 78205 SAN ANTONIO, TEXAS 78205

TELEPHONE: (210)225-2800 TELEPHONE: (210)225-4100

FACSIMILE: (210)225-2984 FACSIMILE: (210)225-4153
May _, 2000

CITY OF SAN ANTONIO, TEXAS
PARKING SYSTEM REVENUE BONDS, SERIES 2000
DATED AS OF APRIL 1, 2000
IN THE AGGREGATE PRINCIPAL AMOUNT OF $24,845,000

AS CO-BOND COUNSEL FOR THE CITY OF SAN ANTONIO TEXAS (the "City") in
connection with the issuance of the bonds described above (the "Bonds"), we have examined into the
legality and validity of the Bonds, which bear interest from April 1, 2000 until maturity or prior
redemption at the rates stated in the text of the Bonds, payable on August 15, 2000 and semiannually
on each February 15 and August 15 thereafter, and maturing in serial installments on August 15 in
each of the years 2004 through 2013, inclusive and 2018 through 2020, inclusive, with the Bonds
maturing on and after August 15, 2010 being subject to optional redemption prior to maturity on
February 15, 2010 and on any date thereafter, and with the Bonds maturing on August 15 in each of
the years 2017 and 2024 being subject to mandatory sinking fund redemption, all in accordance with
the terms and conditions stated in the text of the Bonds.

WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and laws
ot the State of Texas, the Charter of the City, and a transcript of certified proceedings of the City, and
other pertinent instruments authorizing and relating to the issuance of the Bonds including (i) the
ordinance authorizing the issuance of the Bonds (the "Ordinance"), (ii) one of the executed Bonds
(Bond No. T-1), and (iii) the City's Federal Tax Certificate of even date herewith.

BASED ON SAID EXAMINATION, IT IS OUR OPINION that the Bonds have been
authorized, issued and delivered in accordance with law; that the Bonds constitute valid and legally
binding special obligations of the City in accordance with their terms except as the enforceability
thereof may be limited by bankruptcy, insolvency, reorganization, moratorium, liquidation and other
similar laws now or hereafter enacted related to creditors' rights generally; that the City has the legal
authority to issue the Bonds and to repay the Bonds; that this Bond is secured by, and payable from,
a first lien on and pledge of the “Gross Revenues” of the City’s “Parking System” and amounts on
deposit in the “Pledged Funds” created for the benefit of the Bonds (as such terms are defined in the
Bond Ordinance).



City of San Antonio, Texas
Parking System Revenue Bonds, Series 2000

May , 2000
Page 2

IT IS FURTHER OUR OPINION, except as discussed below, that the interest on the Bonds
is excludable from the gross income of the owners for federal income tax purposes under the statutes,
regulations, published rulings and court decisions existing on the date of this opinion. We are further
of the opinion that the Bonds are not "specified private activity bonds" and that, accordingly, interest
on the Bonds will not be included as an individual or corporate alternative minimum tax preference
item under section 57(a)(5) of the Internal Revenue Code of 1986 (the "Code"). In expressing the
aforementioned opinions, we have relied on, and assume compliance by the City with, certain
representations and covenants regarding the use and investment of the proceeds of the Bonds. We
call your attention to the fact that failure by the City to comply with such representations and
covenants may cause the interest on the Bonds to become includable in gross income retroactively
to the date of issuance of the Bonds.

WE CALL YOURATTENTION TO THE FACT that the interest on tax-exempt obligations,
such as the Bonds, is (a) included in a corporation's alternative minimum taxable income for purposes
of determining the alternative minimum tax imposed on corporations by section 55 of the Code, (b)
subject to the branch profits tax imposed on foreign corporations by section 884 of the Code, and (c)

included in the passive investment income of an S corporation and subject to the tax imposed by
section 1375 of the Code.

EXCEPT AS STATED ABOVE, we express no opinion as to any other federal, state or local
tax consequences of acquiring, carrying, owning or disposing of the Bonds.

WE HAVE ACTED AS CO-BOND COUNSEL for the City for the sole purpose of rendering
an opinion with respect to the legality and validity of the Bonds under the Constitution and laws of
the State of Texas, and with respect to the exclusion from gross income of the interest on the Bonds
for federal income tax purposes, and for no other reason or purpose. We have not been requested to
investigate or verify, and have not independently investigated or verified, any records, data or other
material relating to the financial condition or capabilities of the City, and have not assumed any
responsibility with respect thereto. We have relied solely on certificates executed by officials of the
City as to the amount of historical Gross Revenues of the City.

Respectfully,



APPENDIX E

Specimen of Municipal Bond Insurance Policy.



Ambac Assurance Corporation
Ambac cfo CT Corporation Systems
44 Bast Mifflin Streer, Madison, Wisconsin 53703

Administrative Office:

Municipal Bond Insurance Policy B i York 10001

Issuer: Policy Number:

Bonds: Premium:

Ambac Assurance Corporation (Ambac) A Wisconsin Stock Insurance Company

in consideration of the payment of the premium and subject to the rerms of this Policy, hereby agrees to pay to United States Trust Company
of New York, as trustee, or its successor (the “Insurance Trustee”), for the benefic of Bondholders, that portion of the pringsal of and interest
on the above-described debe obligations (the "Bonds”) which shall become Due for Payment but shall be unpaid by reasoR onpayment by
the Issuer. '

Ambac will make such payments to the Insurance Trustee within one (1) business day following notification tq
a Bondholder's presentation and surrender to the Insurance Trustee of such unpaid Bonds or appurtenange : \n bearer
form and free of any adverse claim, che Insurance Trustee will disburse to the Bondholder the face ama i J i
then Due for Payment but is unpaid. Upon such disbursement, Ambac shall become the owner p#
shall be fully subrogated to all of the Bondholder’s right to payment.

In cases where the Bonds are issuable only in a form whereby principal is payable to regs
Trustee shall disburse principal to a Bondholder as aforesaid only upon presentation and
uncanceled and free of any adverse claim, together with an instrument of assignmery

the unpaid Bond,
surance Trustee, duly

executed by the Bondholder or such Bondholder’s duly authorized representagiye, so as Yo i NrshiBf sy Bond to be registered in
the name of Ambac or its nominee. In cases where the Bonds are issuable gufy in™ L i Nis pyptble to registered Bondholders
or their assigns, the Insurance Trustee shall disburse interest to a BongdhoNler as afo i oreshtfacion to the Insurance Trustee of
proof that the claimant is the person entitled to the payment of intprfston the BOR Insurance Trustee of an instrument of

Tho
A\intedest ¥ resdect of which the insurance disbursement was
n rxisteled BSnds to the extent of the insurance disbursements

assignment, in form sacisfactory to the Insurance Trustee, duly ex
representative, transferring to Ambac all rights under suchdbon

made. Ambac shall be subrogated to all the Bondhold
so made.

In the event the trustee or paying agent for theBonds haf notice tha : \of principal of or interest on a Bond which has become Due
for Payment and which is made to a Bo \ #7 of the Bonds has becn deemed a preferential transfer and
theretofore recovered from its registere : 3 itgd Sghtes Bankruptcy Code in accordance with a final, nonappealable order
of a court of competent jurisdictiog } igled to payment from Ambac to the extent of such recovery if sufficienc
funds are not otherwise available.

\premium on this Policy is not refundable for any reason, including payment of the Bonds prior to maturity.
sue ade#fst loss of any prepayment or other acceleration payment which at any time may become due in respect of any
sple option of Ambac, nor against any risk other than Nonpayment.

#lbac has caused this Policy to be affixed with a facsimile of its corporate seal and to be signed by its duly authorized
officers in fadsd % become effective as its original seal and signatures and binding upon Ambac by virtue of the countersignacure of its duly

authorized representative.
%L 0 Gt

Secretary

President

Effective Date: Authorized Representative

UNITED STATES TRUST COMPANY OF NEW YORK acknowledges thac it // ' N
has agreed to perform the duties of Insurance Trustee under this Palicy. A (M{ W

Form Nao.: 66-0003 (7/97) A- Authorized Officer



